S.  Hrg.  103-139 

SMAU  BUSINESS  ENVIRONMENTAL  COMPUANCE 


Y4,P  96/10:  S.  HRG.  103-139 

Snail  Business  Enviroonenfcal  Conpli... 

HEARING 

BEFORE  THE 

COMMITTEE  ON 

ENVIRONMENT  AND  PUBLIC  WORKS 

UNITED  STATES  SENATE 

ONE  HUNDRED  THIRD  CONGRESS 

FIRST  SESSION 


JUNE  2,  1993— PROVIDENCE,  RI 


Printed  for  the  use  of  the  Committee  on  Environment  and  Public  Works 


''"~1 


""^^ 


'^saf^nst,. 


■^io„ 


U.S.   GOVERNMENT   PRINTING   OFFICE 
69-418  WASHINGTON   :  1993 


For  sale  by  the  U.S.  Government  Printing  Office 
Superintendent  of  Documents,  Congressional  Sales  Office,  Washington,  DC  20402 
ISBN   0-16-041271-4 


S.  Hrg.  103-139 

SMAU  BUSINESS  ENVIRONMENTAL  COMPLIANCE 


Y  4.  P  96/10:  S.  HRG.  103-139 

Snail  Business  Enviroanental  Conpli... 

HEARING 

BEFORE  THE 

COMMITTEE  ON 

ENVIRONMENT  AND  PUBLIC  WORKS 

UNITED  STATES  SENATE 

ONE  HUNDRED  THIRD  CONGRESS 

FIRST  SESSION 


JUNE  2,  1993— PROVIDENCE,  RI 


Printed  for  the  use  of  the  Committee  on  Environment  and  Public  Works 


-i«/0'v 


1993 


SEP  2^ 


U.S.   GOVERNMENT   PRINTING   OFFICE 
WASHINGTON   :  1993 


For  sale  by  the  U.S.  Government  Printing  Office 
Superintendent  of  Documents,  Congressional  Sales  Office,  Washington,  DC  20402 
ISBN   0-16-041271-4 


COMMITTEE  ON  ENVIRONMENT  AND  PUBLIC  WORKS 

MAX  BAUCUS.  Montana.  Chairman 
DANIEL  PATRICK  MOYNIHAN,  New  York      JOHN  H.  CHAFEE,  Rhode  bland 
GEORGE  J.  MITCHELL.  Maine  ALAN  K.  SIMPSON.  Wyoming 

FRANK  R.  LAUTENBERG.  New  Jersey  DAVE  DURENBERGER,  Minnesota 

HARRY  REID.  Nevada  JOHN  W.  WARNER.  Virginia 

BOB  GRAHAM,  Florida  ROBERT  SMITH.  New  Hampshire 

JOSEPH  I.  LIEBERMAN.  Connecticut  LAUCH  FAIRCLOTH,  North  Carolina 

HOWARD  M.  METZENBAUM.  Ohio  DIRK  KEMPTHORNE.  Idaho 

HARRIS  WOFFORD.  Pennsylvania 
BARBARA  BOXER.  California 

Petbb  L.  Schbr.  Staff  Director 
Steven  J.  Shimbebg.  Minority  Staff  Director  and  Chief  Counsel 

(U) 


CONTENTS 


OPENING  STATEMENT 

Chafee,  Hon.  John  H.,  U.S.  Senator  from  the  State  of  Rhode  Island 1 

WITNESSES 

Boscia,  Anthony,  Lutone  Plating  Company,  Providence,  Rhode  Island,  and 

Past  President,  Rhode  Island  Contract  Electroplaters 14 

Bell,  Henry,  on  behalf  of  Hon.  Trudy  Coxe,  Secretary  of  Environment,  Com- 
monwealth of  Massachusetts 31 

DeBlois,  Arthur  J.,  Ill,  Executive  Vice  President,  DeBlois  Oil  Company 6 

Prepared  statement 45 

Durfee,   Louise,   Director  of  Environmental   Management,   State   of  Rhode 

Island 23 

Prepared  statement 58 

Ferrari,  Robert  F.,  President,  Ferrari  Engineering,  Inc.,  Providence,  Rhode 

Island 10 

Prepared  statement 51 

Gebhard,  Peter,  Small  Businessman ,  Providence,  Rhode  Island 3 

Keough,  Paul  G.,  Acting  Regional  Administrator,  Region  I,  Environmental 

Protection  Agency 28 

Prepared  statement 63 

Spalding,  Curt,  Executive  Director,  Save  the  Bay 34 

Prepared  statement 76 

(III) 


SMALL  BUSINESS  ENVIRONMENTAL 
COMPLIANCE 


WEDNESDAY,  JUNE  2,  1993 

U.S.  Senate, 
Committee  on  Environment  and  Public  Works, 

Providence,  Rhode  Island 
The  committee  met,  pursuant  to  notice,  at  9:30  a.m.  at  the  Nar- 
ragansett   Bay   Commission,   235   Promenade   Street,   Providence, 
Rhode  Island,  Hon.  John  H.  Chafee  [acting  chairman  of  the  com- 
mittee] presiding. 
Present:  Senator  Chafee. 

OPENING  STATEMENT  OF  HON.  JOHN  H.  CHAFEE,  U.S.  SENATOR 
FROM  THE  STATE  OF  RHODE  ISLAND 

Senator  Chafee.  First  of  all,  I  want  to  thank  you,  everybody,  for 
coming,  especially  our  witnesses;  and  I  want  to  just  briefly  outline 
the  situation.  I  particularly  want  to  thank  Louise  Durfee,  the  Di- 
rector of  the  Department  of  Environmental  Management,  and  our 
friends  from  the  north,  Paul  Keough,  the  Acting  Regional  Adminis- 
trator for  the  Environmental  Protection  Agency,  who  has  come 
down  from  Boston  with  some  of  his  folks;  and  we  hoped  that  Trudy 
Coxe  would  be  here.  As  you  know,  she's  the  Secretary  of  Environ- 
ment for  Massachusetts;  but  her  Governor  called  her  to  a  meeting, 
and  that  always  take  priority.  When  Governors  call,  people  have  to 
respond. 

What  we're  going  to  focus  on  today  is  the  difficulties  often  expe- 
rienced by  small  businesses  as  they  attempt  to  comply  with  envi- 
ronmental laws  and  regulations.  Now,  one  can  always  say  these  are 
just  gripes  from  people  who  don't  want  to  comply,  but  that's  not  an 
accurate  description.  It's  not  griping  in  all  too  many  instances. 
These  businesses  are  raising  legitimate  concerns  about  excessive 
and  duplicative  reporting  requirements  and  conflicting  regulations, 
and  they  quite  rightly  complain  that  government  regulators  re- 
quire them  to  install  sometimes  expensive  equipment  even  when  it 
doesn't  seem  to  make  sense  or  will  result  in  no  apparent  or  little 
apparent  environmental  protection. 

The  first  panel  today  is  of  small  businessmen  who've  experienced 
many  of  these  problems.  Let's  first  talk  about  what  is  the  defini- 
tion of  a  small  businessman.  The  definition  of  a  small  business  is  a 
little  confusing.  The  Commerce  Department  and  indeed  the  Small 
Business  Administration  use  any  plant  management  that  has  less 
than  500  employees.  For  us  in  Rhode  Island  that  seems  like  a  big 
business.  Three  or  four  hundred  employees  seems  like  a  pretty 
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good  size  business.  EPA  talks  about  businesses  that  have  10  or 
fewer  employees.  So,  there's  a  whale  of  a  difference  depending  on 
who  you're  talking  to.  The  Commerce  Department's  definition  of  a 
small  business  is  less  than  500,  but  for  the  discussions  I'm  having 
here,  we're  really  talking  of  businesses  with  150  or  fewer  employ- 
ees. What  we  in  Rhode  Island  would  consider  a  small  business;  but 
although  statistically,  when  I  say  more  jobs  are  from  small  busi- 
ness, we're  referring  to  500  or  less,  because  we're  using  the  Com- 
merce Department's  figures. 

Now,  the  jewelry  industry  in  Rhode  Island  is  represented  here 
today,  and  they  have  done  a  splendid  job;  and  we're  going  to  hear 
how  they  cut  their  total  toxic  divisions  from  eight  and  a  half  mil- 
lion pounds  four  years  ago  to  5.3  million  pounds  last  year.  And 
over  the  last  decade,  the  jewelry  industry  in  Rhode  Island  has  re- 
duced by  90  percent  the  amount  of  metals  discharged  into  the 
Providence  sewage  system;  and  it's  reduced  the  amount  of  cyanide 
used  in  electroplating  from  800,000  pounds  to  12,000  pounds,  which 
is  a  whale  of  a  drop. 

We've  all  got  a  big  stake  in  this  because  the  health  of  our  envi- 
ronment is  involved  and  also  the  competitive  advantage  of  Ameri- 
can business.  It  makes  good  environmental  sense  and  good  econom- 
ic sense  for  us,  meaning  the  Federal  Government  and  the  state  gov- 
ernment, to  do  everything  we  can  to  help  small  businesses  in  com- 
plying in  what  can  be  very  technical  and  very  complicated  require- 
ments. When  a  small  business  is  faced  with  volumes  of  complex 
rules  and  regulations,  it  often  doesn't  have  the  scientific  or  techni- 
cal expertise  to  design  and  implement  the  proper  controls,  and 
we're  all  aware  that  from  small  businesses  come  the  jobs  in  the 
United  States  of  America.  It's  the  major  source  of  new  job  creation. 

Over  85  percent  of  new  jobs  over  the  next  five  years  are  expected 
to  come  from  small  businesses,  that  is  businesses,  as  they  say,  em- 
ploying less  than  500.  Small  business  issues  are  extremely  impor- 
tant to  our  State  where  we  have  got  25,000  small  businesses  that 
employ  more  than  300,000  workers;  and  when  you  figure  we  have 
something  like  480,000  workers,  300,000  of  them  are  employed  by 
small  businesses.  This  year,  in  order  to  do  something  about  these 
problems  of  small  business,  I,  along  with  Senator  Lieberrnan  of 
Connecticut,  sponsored  a  measure  which  w£is  accepted  and  is  now 
law,  which  does  the  following:  It  elevates  the  Small  Business  Om- 
budsman Office  within  the  new  Department  of  Environment.  This 
office  will  serve  as  an  advocate  for  small  businesses  within  the  new 
Department.  For  example,  the  office,  that  is  the  Ombudsman 
Office,  would,  through  a  hotline  and  other  means,  explain  to  busi- 
nesses in  plain  language  the  environmental  requirements  they 
face,  help  these  businesses  identify  the  most  cost-effective  approach 
in  meeting  these  requirements  and  help  them  find  ways  to  save 
money  in  preventing  pollution  in  the  first  place.  If  we  can  prevent 
this  pollution  right  in  the  beginning,  we're  far  better  off  than 
trying  to  clean  it  up  later. 

Second,  this  office  will  ensure  that  the  concerns  of  small  busi- 
nesses are  considered  as  the  regulations  are  being  developed.  Ev- 
erybody realizes  the  statute,  the  law  may  be  very  nice,  but  it's  the 
regulations  that  implement  the  law;  and  we  want  somebody  repre- 


senting  small  businesses  right  there  as  the  regulations  are  being 
developed. 

Third,  this  legislation  will  insure  that  reporting  requirements 
are  consistent  and  will  avoid  unnecessary  redundancy  amongst  reg- 
ulatory programs. 

And  last,  it  directs  the  Department  of  Environment,  that  is  the 
new  cabinet-level  department,  which  replaces  the  old  EPA,  to  work 
with  the  Commerce  Department  to  deliver  environmental  compli- 
ance assistance  to  small  businesses  through  the  Commerce  Depart- 
ment's Manufacturing  Technology  Centers  that  already  exist.  So, 
I'm  hopeful  that  this  bill  will  at  least  get  EPA  pointed  in  the  right 
direction  regarding  small  businesses. 

So,  let's  get  started,  and  I  think  each  of  the  witnesses  has  a  state- 
ment. I  want  to  welcome  them.  And  Mr.  Boscia,  I  didn't  get  a 
chance  to  say  hello  to  you.  Thank  you  for  coming.  You're  a  celebri- 
ty. I  read  the  article  about  you  in  the  Providence  Journal.  Why 
don't  we  start  with  Peter  and  work  right  along  down  the  line?  Mr. 
Peter  Gebhard. 

STATEMENT  OF  PETER  GEBHARD,  SMALL  BUSINESSMAN, 
PROVIDENCE,  RHODE  ISLAND 

Mr.  Gebhard.  Thank  you.  Senator,  for  allowing  me  to  come  here 
today  and  speak  for  a  few  minutes.  I  have  about  five  items  that  I 
want  to  cover,  but  as  a  little  bit  of  background  for  myself,  I  not 
only  run  a  small  business  here  in  Providence.  I  have  started  sever- 
al small  businesses.  One  on  the  West  Coast.  Another  one  here  in 
Rhode  Island.  I  am  Vice  Chairman  of  the  Smaller  Business  Asso- 
ciation of  New  England  and  also  serve  as  vice  president  of  Rhode 
Island  Chamber  of  Commerce  Federation.  The  five  areas  that  I'd 
like  to  talk  about  are  areas  which  you  have  highlighted  in  your 
opening  statement,  but  I'd  like  to  maybe  bring  some  personal  expe- 
rience to  bear  on  them  and  maybe  some  other  insights. 

First  of  all,  I  want  to  talk  about  the  area  of  regulation.  Second, 
about  information  and  that  is  information  to  the  Small  Business 
Association  or  small  business  community.  The  third,  I'd  like  to  talk 
about  technical  innovation.  The  fourth,  I'd  like  to  talk  about  the 
financial  impact  of  pollution  regulation  on  small  business,  both 
positive  and  negative;  and  of  course,  the  last  I  have  some  conclu- 
sions that  I'd  like  to  talk  about. 

Senator  Chafee.  All  this  in  five  minutes,  Peter? 

Mr.  Gebhard.  All  this  in  five  minutes.  Number  one,  on  the  regu- 
lations, what  we  have  found  is  that  many  times  regulations  can  be 
arbitrary,  they  can  be  obtuse  and  they  can  be  conflicting,  and  that 
raises  a  problem  for  us.  Let  me  give  you  the  specific  examples. 

Senator  Chafee.  The  more  specific  that  each  of  the  witnesses  can 
give,  the  better  off  we  are.  In  other  words,  when  there  is  a  general 
complaint,  there  is  too  much  paperwork,  then  there  is  not  much  I 
can  do;  but  if  you  can  get  specific,  then  it  really  helps. 

Mr.  Gebhard.  Let  me  see  if  I  can  give  you  some  specifics 

Senator  Chafee.  Then  we've  got  Paul  Keough  coming  from 
Region  1  of  the  EPA.  So,  we  can  scold  him. 

Mr.  Gebhard.  Let's  talk  about  the  Clean  Air  Act  and  the  Clean 
Water  Act.  Things  that  you're  both  familiar  with.  Particularly  the 


metal  finishing  industry  in  the  cleaning.  In  the  Clean  Air  Act, 
there  was  specific  and  strong  regulation  against  air  polluting 
chemicals,  which  are  good.  We're  not  talking  about  the  good  or  bad 
of  them,  but  what  that  did  in  effect  was  force  companies,  small 
companies,  into  cleaning  their  metal  products  such  as  jewelry  prod- 
ucts into  water.  Water  cleaning  now  is  going  to  be  severely  impact- 
ed by  the  Clean  Water  Act.  What  we've  had  in  effect.  Senator,  is  a 
cost  shifting  and  technology  shifting,  which  may  not  be  in  the  best 
interest  of  small  business. 

The  second  thing  is  that  regulations  are  a  source  of  frustration, 
but  they  are  a  fact  of  life.  It  is  expensive  for  us  to  work  with  regu- 
lations, but  we  understand  what  we  have  to  do  with  them,  and 
then  they  can  also  be  a  source  of  competitive  advantage.  For  in- 
stance, those  of  us  in  small  business  that  do  adhere  to  the  regula- 
tions, that  do  make  the  investments  today  will  be  in  business  to- 
morrow, and  therefore,  can  grow.  We  can't  make  those  investments 
today,  if  we  don't  have  the  financial,  the  technical  and  the  manage- 
rial wherewithal  to  do  them.  Senator.  We're  going  to  be  in  trouble. 
One  of  the  most  important  things,  Senator,  is  the  regulations  that 
are  written  today,  specifically,  the  Clean  Air  Act;  and  those  in  the 
State  of  Rhode  Island  are  written  without  flexibility  for  technical 
innovations,  and  I  suggest  to  you  and  to  many  other  people  that 
are  in  the  regulatory  area  that  if  you  write  the  Acts  without  tech- 
nical innovation  or  the  possibility  of  technical  innovation  in  them, 
we're  going  to  find  ourselves  in  the  situation  which  is  not  good. 
We,  in  small  business,  thrive  on  technical  innovations;  and  I  think 
that  these  acts  should  be  written  that  way. 

And  fourthly,  just  remember  that  regulations  do  have  a  cost.  The 
cost  is  not  only  a  direct  cost  of  compliance,  but  also  a  hidden  cost 
of  managing  the  process. 

Senator,  I'd  like  to  point  out  a  couple  of  things  about  informa- 
tion, some  things  that  you  talked  on.  One  is  that  there  has  to  be 
better  information  given  to  the  small  business  community  on  the 
operational,  meaning  and  the  operational  definition  of  the  regula- 
tions. It's  very  difficult  for  us  to  react  to  the  legalese  that  is  out 
there,  and  it's  very  expensive  for  us  to  find  the  good  definitions  of 
the  Act  and  what  is  required  of  us;  therefore,  I  applaud  your  ef- 
forts in  the  legislation  that  has  been  passed  in  the  Senate  to  give 
us  plain  language  regulations. 

Two  is  that  it  has  to  be  remembered  that  regulations  do  impact 
the  market,  and  they  impact  the  market  both  positively  and  nega- 
tively. Let  me  give  you  a  specific  example  currently  under  the 
Clean  Air  Act  of  the  EPA.  The  EPA  is  now  talking  about  and 
indeed  I  think  has  made  the  decision  to  deregulate  the  chemical 
perchlorethyline  as  an  air  pollutant,  as  an  ozone  depletor.  At  the 
same  time,  that  regulation  has  been — that  chemical  has  been  de- 
regulated by  the  EPA,  the  Rhode  Island  Department  of  Environ- 
mental— Rhode  Island  DEM,  Department  of  Environmental  Man- 
agement, has  actually  tightened  the  regulations  on  the  use  of 
perchlorethyline,  reduce  the  amount  that  can  be  used  without  li- 
cense from  550  pounds  in  November  to  20  pounds  today.  Why  are 
they  doing  that?  That  seems  to  be  opposed  to  the  Federal  guide- 
lines and  Federal  regulations.  All  I'm  suggesting  to  you.  Senator, 
there  seems  to  be  no  real  kind  of  coordination  in  that,  and  that  is  a 


continuing  problem.  Senator,  we've  talked  about  technical  innova- 
tion; and  the  regulations  as  they  currently  are  promulgated  today, 
particularly  in  this  state,  do  not  allow  for  technical  innovation  and 
experimentation.  I  know  because  I  have  gone  through  these  regula- 
tions myself;  and  from  a  personal  point  of  a  view,  from  Impco's 
point  of  view,  which  I'm  president  of  and  another  company  I'm 
starting  up  in  the  environmental  cleaning  area,  it  is  obvious  that 
the  regulators  feel  more  comfortable  with  existing  technology,  and 
I  don't  blame  them  for  that,  because  it  is  interesting;  but  we  hope 
that  they  understand  that  innovative  technology  indeed  is  some- 
thing which  can  be  done.  And  last.  Senator,  we  ve  talked  about  fi- 
nancial impacts.  You  know,  there's  a  lot  of  things  with  the  finan- 
cial impact.  Cost  of  compliance  are  increasing  dramatically.  Fixed 
costs  for  equipment  in  cleaning  areas  are  up  three  to  five  times. 
Regulatory  license  fees  are  up,  and  the  cost  for  small  businesses 
are  indeed  the  same  for  large  businesses,  but  the  percentage  of  cost 
as  a  percent  of  our  sales  is  much,  much  greater.  Our  problem  is. 
Senator,  that  financing  for  all  of  these  things  is  not  easily  avail- 
able, because  we  do  find  ourselves  requiring  financing;  requiring 
baim  financing,  but  unfortunately,  the  bankers  don't  quite  under- 
stand the  nature  of  the  regulations;  and  therefore,  we  use  our 
scarce  resources  in  areas  of  complying  to  regulation  rather  than  in 
areas  of  production  increases  and  job  increases.  So,  really  as  kind 
of  a  conclusion  of  this  thing  what  we  do  need  in  small  business, 
what  small  business  is  looking  for  many  of  the  things  that  you've 
talked  about. 

One,  we  need  some  sort  of  financial  assistance. 

Two,  we  need  some  regulations  that  have  built-in  flexibility  for 
the  technological  innovations. 

Three,  the  regulations  must  provide  for  better  information  to 
smaller  business,  and  this  is  true  not  only  on  the  Federal  level  but 
also  on  the  local  and  state  level. 

Four,  regulations  shouldn't  be  reactive  but  rather  must  be  based 
on  the  true  needs,  and  you  pointed  that  out  in  your  opening  state- 
ment. 

Five,  that  the  regulations  have  to  recogiiize  that  there  is  a  scarce 
resource  here  and  that  scarce  resource  is  the  capital  that  we,  in 
small  business,  are  investing  in  our  operations;  and  remember, 
Senator,  and  I'm  sure  that  you  understand  this,  because  your  open- 
ing statement  suggested  it,  good  regulations  evenly  applied  will 
help  us  in  a  good  environment  and  a  good  economy.  Thank  you 
very  much  for  your  time.  And  I'm  sorry  that  I  ran  over  the  time. 

Senator  Chafee.  That's  fine.  How  many  people  do  you  have  at 
Impco? 

Mr.  Gebhard.  Currently  I  have  nine.  I  have  four  on  the  West 
Coast,  which  is  also  an  impregnation  job  shop  and  a  new  company, 
which  we're  starting,  which  is  an  environmental  cleaning  zero  dis- 
charge type  of  situation,  has  at  this  point  in  time  two. 

Senator  Chafee.  Is  that  in  Rhode  Island? 

Mr.  Gebhard.  That's  in  Rhode  Island.  We  developed  this.  We've 
developed  and  patented  the  technology  as,  really  as  an  outgrowth 
of  the  requirements  through  the  local  air  pollution  regulations. 
One  of  the  problems  we've  run  up  against  is  twofold.  One  is  techno- 
logical innovation,  and  the  second  is  the  length  of  time  it  takes  us 


to  get  any  kind  of  licensing  or  approval  through  the  DEM.  We're 
now  over  100  da3rs  of  trying  to  get  a  license. 

Senator  Chafee.  With  DEM? 

Mr.  Gebhard.  With  DEM,  that's  correct. 

Senator  Chafee.  Now,  Miss  Durfee  is  going  to  be  here  later,  and 
obviously,  I'll  ask  her  about  that.  Could  you  give  some  specifics  in 
what  you've  been  trying  to  get  a  license  from  DEM? 

Mr,  Gebhard.  Well,  we've  developed  a  new  approach  to  vapor  de- 
greasing,  which  is  a  high  technology,  high  vacuum  for  degreasing, 
which  essentially  does  two  things.  One,  it  increases  the  efficiency  of 
vapor  degreasing,  which  is  critical  for  the  metal  industry;  and 
second,  but  perl^ps  most  important,  we  created  a  zero  discharge 
t3rpe  of  situation  where  we're  literally  not  putting  anything  into 
the  environment.  That  allows  us  to  use  any  one  of  these  chemicals 
that  they  have  put  on  their  list.  We've  been  in  contact  with  the 
EPA,  and  indeed  the  EPA  regulatory  people  visited  us  here  in 
Rhode  Island  on  several  occasions;  and  right  now,  the  equipment  is 
being  considered  for  MACT,  which  is  Maximum  Achievable  Control 
Technology  type  of  equipment.  We  have  asked  the  DEM,  and  we 
have  been  in  continual  contact  with  the  DEM  for  the  last  several 
years  but  certainly  most  actively  in  the  last  six  or  eight  months, 
essentially  for  assistance  saying,  listen,  we  have  something  here 
which  we  think  will  be  very  helpful  for  Rhode  Island.  It's  a  Rhode 
Island  success  story.  Here  is  a  development  process  and  equipment 
development  that's  in  response  to  the  regulations  of  the  State  of 
Rhode  Island,  which  are  very  tough  regulations,  by  the  way.  We 
have  some  of  the  toughest,  if  not  the  toughest  air  pollution  and 
water  pollution  r^ulations  in  the  country;  but  here  we  are  in  a  de- 
velopment that  we  want  to  do,  we  want  to  pursue,  we  want  to  com- 
mercialize, but  we  need  some  help.  We  ne«d  some  understanding. 
We  need  some  flexibility  in  the  regulations.  We  need  to  be  licensed 
so  that  we  can  continue  to  experiment  with  this  thing.  We  want  to 
achieve  the  best  and  the  maximum  achievable  control  technology. 
Tliere  is  no  provision  at  this  point  in  time  under  the  Federal  law 
that  I  know  of,  nor  under  the  state  law,  which  allows  for  that  kind 
of  flexibility  on  the  part  of  the  DEM. 

Senator  Chafes.  OK.  We'll  get  back  to  a  general  discussion  later. 

Mr.  Arthur  DeBlois,  who  is  the  Executive  Vice  President  of  DeB- 
lois  Oil  Company,  a  family  I've  known  for  many  years  with  great 
respect  and  affection;  and  we're  delighted  you're  here,  Arthur. 

STATEMENT  OF  ARTHUR  J.  DE  BLOIS,  III,  EXECUTIVE  VICE 
PRESIDENT,  DE  BLOIS  OIL  COMPANY 

Mr.  DeBlois.  Thank  you,  Senator.  Good  morning  and  good  morn- 
ing ladies  and  gentlemen.  You  have  my  prepared  statement,  so 
rather  than  read  it  verbatim,  I  would  like  to  do  is  highlight  some 
of  the  pionts.  I  am  one  of  the  principals  of  DeBlois  Oil.  We  are  an 
independent  retail/wholesale  petroleum  distributor.  We  operate  in 
three  states  distributing  gasoline  and  convenience  store  items,  and 
we  also  have  about  20,000  retail  fuel  oil  customers;  be  they  homes, 
commercial  establishments,  municipalities  or  institutions.  We 
employ  through  that  three-state  area  approximately  500  people.  So, 
I  guess  we're  kind  of  on  the  upper  end  of  your  scale.  We  have  had 


experience  in  dealing  with  the  regulations  both  at  the  Federal  level 
as  well  the  state  regulations  in  Rhode  Island,  Connecticut  and  Mas- 
sachusetts. 

As  I  tried  to  think  about  how  to  approach  this  hearing,  I  thought 
maybe  the  best  way  to  do  it  would  be  to  try  to  use  an  example  of 
regulations  that  we  in  the  industry  feel  have  been  reasonable  and 
fairly  successful  regulations,  and  then  try  to  use  one  that's  unrea- 
sonable; and  then  maybe  offer  some  suggestions  for  possible  ways 
to  make  things  better  or  more  cost  effective. 

First,  let  me  talk  about  the  reasonable  regulations.  I  think 
almost  every  legitimate  operator  in  my  industry  today  would 
grudgingly  admit  that  the  underground  storage  tank  regulations 
that  were  developed  by  the  EPA  and  the  individual  states,  and  in 
the  case  of  Rhode  Island,  Massachusetts  and  Connecticut,  their 
laws  were  actually  on  the  books  prior  to  the  EPA  laws,  are  general- 
ly considered  fair  and  reasonable.  Why  do  I  characterize  these  reg- 
ulations as  reasonable  or  fair  when  they've  cost  my  company  alone 
about  five  hundred  to  six  hundred  thousand  dollars  a  year  over  the 
last  five  or  six  years  to  comply  with?  The  first  reason  is  the  way  in 
which  the  regulations  were  promulgated  both  at  the  Federal  and 
state  level.  Industry,  environmentalists  (people  like  Curt  Spalding), 
some  of  the  people  from  Save  the  Bay,  in  this  State's  case,  along 
with  the  regulators  got  together  and  really  hammered  out  through 
a  long,  hard,  honest  process  a  set  of  regulations.  And  in  that  set,  no 
one  got  everything  they  wanted;  however,  the  result  is  a  set  of  reg- 
ulations which  were  workable,  and  I  think  have  significantly  in- 
creased the  protection  of  the  environment,  and  I  think  someone 
like  Curt  Spalding  would  agree  with  that  conclusion. 

The  second  reason  I  characterize  them  as  reasonable  is  the 
length  of  time  over  which  the  industry  was  given  to  comply  with 
those  regulations.  The  initial  regulations  came  in  around  the  mid- 
1980's  and  are  implemented  over  a  time  frame  that  ends  in  1998. 
What  that  period  has  done  is  given  the  petroleum  distribution  in- 
dustry the  ability  to  plan  and  fund  the  massive  capital  expendi- 
tures that  are  needed  in  order  to  comply  with  the  regulations.  At 
the  same  time,  over  that  period  of  time,  the  regulations  make  it 
increasingly  costly  for  an  operator  not  to  comply  with  the  regula- 
tions due  to  the  annual  tank  testing  requirements  and  things  like 
that.  So,  it  takes  kind  of  a  carrot-and-a-stick  approach,  and  in  my 
opinion,  it's  worked  not  only  for  the  large  operators  but  even  for 
the  small  ones.  In  fact,  I  believe  that  the  time  frame  has  given  the 
tank  manufacturing  companies — it's  actually  spurred  the  tank 
manufacturing  companies  to  try  to  build  a  better  mouse  trap  so 
that  they  can  capture  more  of  the  market.  The  result  to  the  indus- 
try is  that  over  the  long  term  the  actual  cost  of  implementing 
those  tank  regulations  from  the  industry's  point  of  view  will  actu- 
ally decline  over  the  original  estimates.  So,  that's  the  second 
reason  that  I  think  they've  been  fairly  cost  effective. 

Finally,  I  think  the  reason  they've  been  reasonable  is  that  be- 
cause, with  the  exception  of  the  financial  responsibility  clauses  in 
the  UST  regulations,  all  segments  of  the  industry  have  been  treat- 
ed the  same.  They're  on  a  level  playing  field,  so  to  speak.  Nobody 
has  a  financial  advantage,  as  Mr.  Gebhard  spoke  out  of,  over  any 
other  segment  of  the  industry.  So,  in  that  regard,  they're  looking 
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good.  So,  those  are  the  three  parts  of  the  test  that  make  them  rea- 
sonable regulations. 

Let's  take  a  moment  and  look  at  something  that's  unreasonable. 
I  think,  just  as  I  stated  earlier,  we  all  would  admit  that  the  tank 
regulations  were  reasonable.  I  think  the  current  program  of  Stage 
n  Vapor  Recovery  is  exactly  the  opposite  and  is  unreasonable. 
Why? 

First,  the  r^ulations  are  not  necessarily  the  result  of  long  and 
hard  negotiations.  The  Stage  II  Vapor  Riecovery  regulations  are 
being  thrown  into  effect  because  of  a  delay  on  the  part  of  the  EPA 
in  making  a  decision  on  the  On-board  Canister  Rule;  and  under  the 
Federal  Qean  Air  Act,  as  I  understand  it,  all  of  the  states  now,  be- 
cause the  On-board  Canister  Rule  has  been  delayed  and  not  put 
into  effect,  have  to  come  up  with  a  program  limit  the  emission  of 
VOC,  Volatile  Organic  Compounds,  into  the  atmosphere.  So,  they 
throw  in  the  Stage  II  Vapor  Recovery  Regulations,  and  we've  got  to 
comply  with  them  in  the  States  of  Rhode  Island,  Massachusetts 
and  Connecticut  within  two  years.  Very,  very  short  time  frame  at  a 
cost  of  about  $25,000  a  location.  So,  for  my  company  alone,  it's 
going  to  cost  about  a  million  and  a  half  dollars  to  implement  that 
technology. 

The  second  reason  that  it's  not  good  is  that  there  is  a  serious 
question  from  a  scientific  point  of  view  as  to  whether  or  not  that 
technology  actually  adds  significant  marginal  improvement  to  the 
air  quality.  The  amount  of  pollution  or  VOC  going  into  the  air 
from  mobile  sources  is,  I  believe,  based  on  the  last  scientific  things 
I  read  about  25  percent,  and  this  is  actually  going  to  cover  just  a 
very  small  portion  of  it.  In  addition  to  that,  EPA  has  now  made  the 
On-board  Canister  Rule.  So,  all  of  the  money  we  spend,  that  1.5 
million  dollars  that  we  spend  to  comply  with  Stage  II  in  the  next 
year,  three  or  four  years  from  now,  because  EPA  has  now  been 
forced  to  make  an  On-board  Canister  Rule,  will  literally  be  out  the 
window  because  the  On-board  Canister  will  be  doing  the  job  and 
doing  the  job  much  more  effectively.  Then  there  is  a  question  of 
are  we  going  to  have  to  continue  that  stage  II  system  in  place  even 
though  it's  almost  a  belt-and-suspenders  type  of  situation.  Nobody 
can  give  us  an  answer  at  this  point  in  time. 

The  other  thing  is  that  the  regulations  for  Stage  II  Vapor  Recov- 
ery are  somewhat  arbitrary.  I  don't  believe  that  anybody  in  this 
room  would  ai^ue,  for  instance,  that  the  air  quality  problem  in 
Rhode  Island  or  Massachusetts  or  even  New  England  is  anywhere 
near  as  severe  as  the  kind  of  air  quality  problem  they  have,  say,  in 
Los  Angeles  where  obviously  more  stringent  regulation  is  needed, 
because  of  the  peculiarities  of  that  particular  geographic  area.  So, 
that  is  an  example  of  what  we  consider  unreasonable,  unnecessary 
or  whatever  you  would  like  to  call  it  regulation. 

At  this  point,  let  me  try  to  offer  some  suggestions  rather  than 
just  be  negative.  First,  I  think  that  from  the  point  of  view,  of  the 
petroleum  distribution  business,  what  we  really  need  to  do  is  take 
a  serious  look  at  the  flow  of  regulations.  The  petroleum  distribu- 
tors over  the  last  five  years  have  had  to  deal  with  the  following 
sets  of  regulations  in  rapid  succession:  UST  Regulations,  MSDS 
Regulations,  Material  Safety  Data  Regulations,  RVP  Regulations, 
Oxygenated  and  Non-oxygenated  Gasoline  Regulations,  Diesel  De- 


sulfurization  Regulations,  Hazardous  Materials  Transportation 
Regulations  and  several  others.  Those  are  just  the  regulations  deal- 
ing with  our  specific  gasoline  industry.  It  doesn't  get  into  things 
like  the  ADA  Regulations  and  all  of  the  other  things  from  other 
areas  of  the  government  that  small  businesses  have  got  to  comply 
with.  So,  I  think  we  need  to  slow  down  and  take  a  hard  look  at  how 
quickly  we  are  doing  this. 

From  my  own  industry's  point  of  view,  the  second  suggestion  I 
would  make  is  that  I  would  like  to  see  some  flexibility  given  to  the 
way  that  the  State's  DEM  monitor  the  cleanup  of  a  site  that  has 
pollution  on  it;  and  what  I  mean  by  this  is  why  not  let  the  business 
or  person,  the  individual  cleaning  the  site  determine  what  the  best 
technology  to  use  is,  and  to  determine  how  best  to  do  it.  What  is 
the  most  cost-effective  approach,  and  then  let  the  State's  DEM 
audit  those  rather  than  having  to  go  through  every  step  of  the 
cleanup  process,  go  through  an  on-site  person  with  quarterly  re- 
ports. It  significantly  increases  the  cost  both  to  the  business  and  to 
the  State's  Department  of  Environmental  Management.  They've 
got  to  have  the  personnel  that  can  oversee  every  one  of  those  sites, 
and  the  sites  are  proliferating  because  of  the  tank  regulations. 
You've  got  to  pull  them  out  the  ground.  You  find  pollution,  and 
you've  got  to  clean  it  up.  So,  to  do  it  in  an  audit  process,  really 
similar  to  the  layout  of  independent  CPAs  that  audit  our  financial 
statements.  It  holds  down  the  cost  of  regulation.  It  puts  the  onus 
on  the  business  that  have  to  do  the  clean  up.  If  they  do  it  incorrect- 
ly, the  risk  that  they're  facing  is  that  the  DEM  is  going  to  come 
out  and  audit  them  and  say  I'm  sorry  but  you  didn't  do  this  well 
enough.  You've  got  to  go  back  and  spend  more  money. 

Senator  Chafee.  How  is  it  now  versus  the  existing  system? 

Mr.  DeBlois.  Under  the  existing  system.  Senator,  typically  in 
most  of  the  three  states  I'm  talking  about  we  must  submit  a  clean- 
up plan  to  DEM,  who  then  reviews  it,  decides  whether  it's  accepta- 
ble or  unacceptable,  may  or  may  not  make  modifications  to  give  us 
an  implementation  time  frame.  You  then  have  to  implement  it. 
The  DEM  will  visit  the  site,  depending  on  where  it  is  in  their  over- 
all priority  schedule.  A  number  of  times  you  also  typically  must 
furnish  quarterly  progress  reports,  many  of  which  because  they're 
done  on  a  quarterly  basis,  sometimes  you  don't  see  much  improve- 
ment quarter  to  quarter.  So,  you're  going  through  a  big  long  re- 
porting process  that  costs  you  money.  The  environmental  engineers 
have  got  to  write  a  report.  My  suggestion  is  to  let  the  business 
come  up  with  the  plan  that's  most  cost  effective,  and  put  the  onus 
on  them  to  clean  it  up;  and  if  they  don't  do  it,  the  risk  that  they 
have  is  that  DEM  is  going  to  be  able  to  go  back  to  them  and  say, 
I'm  sorry,  but  you  didn't  do  this  properly  and  these  are  the  modifi- 
cations that  you  want  to  make.  That  also  assumes  that  there  is 
some  uniformity  in  the  environmental  regulation.  I  think  one  of 
the  points  that  Peter  brought  you  is  a  good  one,  and  that  is  there 
is,  at  many  times  to  us  in  industry,  a  conflicting  scenario.  One 
thing  is  being  said  at  the  Federal  level,  and  a  different  thing  is 
being  said  at  the  state  level,  and  you,  as  the  business  person,  are 
sometimes  caught  between  those  two  forces  and  caught  almost  in  a 
Catch  22  additionally,  I  think  the  States  generally  have  some  good 
people  working  for  them,  but  also  I  think  the  states  are  almost  in- 
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volved  from  an  environmental  regulation  point  of  view  in  a  game 
of  one-upmanship.  Who  can  have  the  more  difficult  rules?  In  some 
states,  such  as  Massachusetts,  you  even  get  to  cities  and  town  im- 
plementing even  more  stringent  regulations.  So,  you're  caught 
trying  to  satisfy  three  masters,  so  to  speak,  and  it's  very  difficult  to 
do. 

Senator  Chafee.  The  one-upmanship  is  with  the  Federal  Govern- 
ment? 

Mr.  DeBlois.  Yes. 

Senator  Chafee.  In  Rhode  Island  you  don't  have  to  deal  with 
cities  and  towns. 

Mr.  DeBlois.  Not  Rhode  Island,  no.  Massachusetts  you  do  and 
also  Connecticut  to  a  certain  extent.  The  final  thing  I  guess  I  would 
say  is  that  I  sincerely  believe  there  needs  to  be  a  change  in  atti- 
tude. Current  environmental  law  and  regulations  is  focused  on  not 
only  regulating  but  also  on  placing  blame  and  imposing  penalties.  I 
can  sincerely  say  that  I  do  not  know  of  someone  who  has  knowing- 
ly gone  out  and  wanted  to  pollute  or  violate  the  regulations.  Yet, 
because  of  the  basis  of  the  regulations,  when  I  or  one  of  our  people 
sit  down  with,  for  instance,  one  of  Ms.  Durfee's  people,  you  immedi- 
ately are  placed  in  an  adversarial  position  because  they  are  inter- 
ested in  order  to  have — and  please  take  this  the  correct  way — to 
have  some  leverage  over  you,  to  have  a  hammer  over  you  to  give 
you  a  notice  of  violation.  Your  immediate  reaction  is  to  become  de- 
fensive, and  so  you  each  hire  lawyers;  and  to  a  certain  extent,  the 
people  that  have  probably  benefited  the  most  from  environmental 
regulations,  and  I  apologize  to  any  attorneys  here,  but  are  the  at- 
torneys. There  is  a  whole  new  field  of  law  that  has  sprung  up,  and 
with  EPA  paying  them  and  us  paying  them,  have  probably  made 
more  money  in  the  last  five  or  ten  years  than  has  gone  toward 
cleaning  up  the  environment,  and  I  think  we  need  to  change  that 
attitude  and  have  a  little  more  flexible  working  relationship  where 
we're  willing  to  take  on  new  technology,  like  fire  remediation  and 
things  like  that,  and  give  them  a  shot  where  the  soil  conditions  or 
where  the  water  conditions  indicate  that  it  might  be  successful.  It's 
very  difficult  for  a  regulator,  because  of  the  system  that  they  are 
in,  to  put  his  neck  out  on  the  line,  because  he's  constantly  being 
second-guessed  and  that's  wrong. 

Senator  Chafee.  Second-guessed  by 

Mr.  DeBlois.  By  either  his  boss  or  environmental  groups  or  the 
public  in  general,  and  I  think  that's  wrong. 

Senator  Chafee.  OK.  Thank  you  very  much. 

And  now,  Mr.  Ferrari. 

STATEMENT  OF  ROBERT  F.  FERRARI,  PRESIDENT,  FERRARI 
ENGINEERING,  INC.,  PROVIDENCE,  RHODE  ISLAND 

Mr.  Ferrari.  Good  morning,  and  I'd  like  to  thank  Senator 
Chafee  for  the  opportunity  to  make  some  comments.  Thirty  seconds 
of  brief  history  here.  In  the  late  1970's,  when  the  USEPA  categori- 
cal standards  for  metal  finishers  and  electroplaters  were  being  for- 
mulated, there  was  a  fear  locally  and  nationally  that  there  might 
be  as  much  as  a  50  percent  failure  rate  of  industries  they  had  com- 
plied with  these  regulations.  Interestingly  in  Rhode  Island,  the 
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MGSA  and  the  Department  of  Economic  Development  commis- 
sioned a  study  to  evaluate  this  whole  issue  of  waste  treatment  for 
categorical  compliance  and  determined  what  could  be  done  to  allow 
small  business  specifically  to  comply  to  regulations  and  not  go 
bankrupt.  What  they  discovered  is  that  by  and  large  by  implement- 
ing some  relatively  simple  types  of  waste  minimization  and  re- 
source reduction  and  pollution  prevention  that  they  could  reduce, 
by  as  much  as  75  percent,  the  cost  of  compliance;  and  those  are 
mostly  associated  with  rinsing  procedures,  water  being  the  single 
greatest  chemical  used  in  metal  finishing  and  electroplating.  This 
enabled  virtually  anyone  who  was  interested  in  staying  in  business 
to  implement  this  and  to  come  into  compliance  with  the  categorical 
standards,  which  were  then  implemented  in  the  early  1980's  and 
the  subsequent  local  requirements,  which  were  implemented  by  the 
various  local  districts  in  the  mid-1980's  and  later.  I  doubt  there 
could  be  defined  a  single  example  of  a  large  or  small  business  in 
metal  finishing  or  jewelry  that  specifically  went  out  of  business  be- 
cause of  the  regulations.  They  went  out  of  business  probably  be- 
cause of  poor  business  practices  or  poor  financing. 

So,  in  any  event,  here  we  are  in  1993,  and  we're  looking  at  pollu- 
tion prevention  because  it's  the  next  step  forward.  We're  trying  to 
achieve  recycling,  additional  minimization.  We  have  more  and 
more  treatment  standards  and  what  can  we  do  about  this?  We 
have  a  dilemma  that  we're  facing,  and  I  call  it  the  regulatory  cross- 
roads. We  have  regulations  including  wastewater  treatment.  Indus- 
trial Pretreatment.  We  have  RCRA,  CERCLA,  OSHA,  Stormwater 
Regulations  and  about  15  more  regulations  that  I  don't  care  to  re- 
member the  acronyms  for.  Most  of  them  are  written  with  tunnel 
vision.  Most  of  them  are  written  as  independent  bodies  of  regula- 
tion and  most  of  them  have  conflicts  with  each  other  and  most  of 
them  are  written  and  they're  10  years  behind  technology,  and 
that's  the  nature  of  writing  regulations  at  the  Federal  and  State 
level.  You  write  them  based  upon  what  you  know  and  what  you 
know  is  approximately  10  years  old,  and  by  the  time  they  get  pro- 
mulgated, it's  10  years  old  minimum.  That's  the  reality  of  life, 
folks.  So,  what  do  you  do? 

Let's  look  at  the  nature  of  a  small  business  and  how  we  deal 
with  pollution  prevention.  Small  businesses  tend  to  be  owner  oper- 
ated. The  owner  tends  to  be  very  close  to  the  manufacturing  proc- 
ess, and  in  fact,  may  be  doing  the  majority  of  the  production  work 
themselves.  There's  manpower  limitations  and  there's  financial 
limitation.  I  know  very  few  small  businesses  that  have  seven  figure 
or  even  large  six  figure  credit  lines.  I  also  know  very  few  that  have 
that  much  money  laying  around  in  the  bank  particularly  with  the 
recession  in  the  last  couple  of  years  in  the  jewelry  industry. 

What  do  you  do?  Right  now,  I  will  you  use  Massachusetts  as  the 
example.  They're  across  the  state  line,  so  we  can  throw  stones  at 
those  guys.  If  you  were  to  design  a  brand  new  metal  finishing  facil- 
ity discussing  only  wastewater  treatment  at  the  Federal,  state  and 
local  level,  you  better  be  prepared  to  get  a  minimum  of  eight  regu- 
latory reviews,  approvals  and/or  permits.  If  you  add  things  like  un- 
derground storage  tanks,  stormwater,  air  emissions  in,  you're  talk- 
ing 14  regulatory  reviews,  approvals,  submittals,  permits,  et  cetera. 
It's  mind  boggling.  It  takes  a  minimum  of  six  months  in  the  best 
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case  and  a  maximum  of  30  months  in  the  worst  case.  You  try  re- 
sponding to  changing  business  cHmate  conditions  in  that  situation 
if  you  need  a  new  process  operation,  and  those  regulations  hold 
and  those  permits  are  required  whether  you're  upgrading  an  exist- 
ing facility  or  if  you're  building  a  new  facility. 

The  advantage  small  businesses  have  over  large  businesses  they 
can  be  flexible.  They  can  be  tough.  They  can  change  to  changing 
market  conditions  and  the  owner  is  right  there  in  the  operation 
and  can  be  much  more  technically  knowledgeable  than  the  man- 
agement of  larger  corporations  and  can  make  decisions  a  hell  of  a 
lot  faster.  That's  the  advantage  of  small  business. 

I've  given  you  this  advantage  earlier,  namely,  manpower  and 
money.  Small  business  cannot  hire  people  like  me  to  be  on  their 
staff  permanently.  I'm  too  expensive  and  so  are  full-time  employ- 
ees, too  expensive  for  your  average  small  business.  That's  the  reali- 
ty of  life.  What  do  you  recommend  to  solve  some  of  these  problems, 
and  these  are  not  criticisms  of  the  regulatory  people.  They  have 
done  a  very  good  job  under  very  trying  circumstances.  I  recom- 
mend multi-media  permits,  simplify  the  permitting  process. 

The  advantages  are  going  to  be  you  will  maximize  your  resource 
utilization  of  your  regulatory  dollars  in  personnel.  If  you  can  go  in 
and  look  at  a  metal  finishing  or  any  other  industrial  operation  and 
you  can  do  an  air,  a  stormwater,  a  wastewater,  a  RCRA  review  in  a 
comprehensive  manner,  it's  much  more  efficient.  If  you  have  a  new 
or  existing  facility  that  you  want  to  either  modify  or  build  or 
create,  you  want  to  go  through  the  permitting  process  once.  The 
problem  we  have  now  in  pollution  prevention  the  systems  and  tech- 
nologies cross  the  lines  of  the  regulations.  If  I  try  to  design,  for  an 
industry,  an  in-house  reclaim /recycling  facility  for  heavy  metals, 
say,  nickel  or  copper  or  zinc,  I  will  run  into  the  Clean  Water  Act.  I 
will  run  into  RCRA.  I  may  run  into  CERCLA.  I  may  run  into  the 
air  emission's  regulations.  It  is  a  mine  field  that  is  damn  near  im- 
possible to  get  through.  That's  the  reality  of  life.  Fortunately,  be- 
cause most  regulatory  people  are  reasonable,  we  can  figure  out 
ways  to  tip  toe  through  in  most  cases  but  not  all  cases. 

I'm  recommending  regional  water  quality  planning.  We  want  to 
reduce  the  disparity  of  the  wastewater  discharge  requirements  in  a 
given  region.  If  you  just  look  at  the  Narragansett  Bay  region,  the 
water  shed  region,  and  I  lost  count  of  the  disparities  of  the  regula- 
tions, but  we  have  as  much  as  a  factor  of  10  differentials  in  given 
parameters  from  one  area  to  another.  I  have  clients  with  business 
locations,  two  different  locations  on  Narragansett  Bay  territory, 
and  they  have  completely  different  pretreatment  requirements  and 
completely  different  cost  factors  in  both  facilities;  and  they  make 
business  decisions  where  they're  going  to  locate  new  products  or 
where  they're  going  to  upgrade  based  upon  the  regulations.  That's 
a  major  problem  that  many  industries  with  multiple  sites  have  to 
face.  They  do  that  regionally  and  they  do  that  nationally.  Again, 
that's  the  reality  of  business  life,  whether  you're  a  big  business  or 
a  small  business.  I'm  recommending  that  pilot  programs  for  new 
technology  or  new  applications — specifically  in  the  areas  of  source 
reduction  and  reclaim  and  recycling  and  waste  minimization  we 
have  to  get  to  a  situation  where  they  can  be  piloted  and  demon- 
strated without  having  to  go  through  the  regulatory  process.  I  can't 
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tell  you  how  many  times  I've  had  situations  where  we  feel  we  have 
a  prompting  technology  or  a  prompting  application  and  the  bottom 
line,  well,  you  have  to  go  through  the  permitting  process.  Again, 
even  if  you're  in  Rhode  Island,  that  can  take  a  long  time.  Mean- 
while, you're  sitting  there.  There  has  to  be  a  mechanism  that's  ap- 
plicable, that's  doable,  that's  workable,  that  allows  the  State,  as 
long  as  we're  staying  in  compliance,  can  we  get  a  mechanism,  a 
means  to  execute  with  new  technologies  or  new  applications  in  ex- 
isting technologies  and  demonstration  projects  of  effective  means  to 
achieve  reclaim /recycling  pollution  prevention,  et  cetera.  There 
has  to  be  a  mechanism  out  there.  We  get  strangled  by  this.  We 
need  to  be  able  to  install  closed  loop  reclaim/recycling  systems,  as 
long  as  they  maintain  compliance  with  the  regulation,  without 
having  to  go  through  RCRA  permitting  for  small  businesses  and/ or 
large  businesses  that  want  to  do  it  internally. 

The  dilemma  we  have  is  that  many  regulatory  agencies  make  a 
determination  that  if  it's  not  exactly  in  the  manufacturing  process, 
it  must  be  weighed;  and  if  it's  a  heavy  metal  or  if  it's  a  cyanide,  or 
it's  a  VOC,  it  must  be  a  toxic  emission  or  a  waste  emission  or  a 
hazardous  emission.  That's  not  always  the  case.  We  can  take  a 
waste  stream  with  dilute  or  concentrate,  pull  it  out  of  the  produc- 
tion line,  do  something  with  it  and  put  it  back  in  again.  We're  not 
doing  waste  treatment.  That's  no  different  than  filtering  a  nickel 
bath  with  an  EPI  Filter.  It's  not  waste  treatment.  It's  simply  part 
of  your  process  operations.  We  have  to  get  that  definition  changed. 
We  have  to  get  that  perspective  of  the  RCRA  Agency  changed. 
Don't  create  process  or  technology  specific  regulations,  for  the  rea- 
sons I  just  said  before.  They  tend  to  be  10  years  old  minimum. 
When  you  create  regulations,  do  it  on  the  basis  of  achieving  objec- 
tives. If  you  try  to  say  we're  going  to  do  pollution  prevention  with 
a  membrane  technology,  by  the  time  that  regulation  hits  the 
streets,  it's  going  to  be  obsolete.  Stick  with  the  best  available  tech- 
nology. Stick  with  objective-based  incentives  and  the  regulations 
relative  to  achieving  pollution  prevention.  No  one  can  predict 
what's  going  to  be  on  the  streets  in  five  years.  I  certainly  can't  and 
I  know  a  lot  within  OID  now,  and  I  can't  tell  you  what's  going  to 
hit  and  what's  going  to  miss. 

We  need  incentives  if  you  want  to  achieve  pollution  prevention 
particularly  among  small  business.  We  need  utility  rate  structures 
that  encourage  conservation.  We  can't  continue  to  have  water 
supply  rate  structures  that  the  more  water  you  use,  the  lower  it  is 
going  to  cost.  We  cannot  have  electric  rates  structures  that  the  less 
you  use  the  higher  unit  cost  because  they're  selling  you  less.  That's 
a  disincentive  to  conservation  whether  it's  electricity  or  steam  or 
water  or  whatever.  We've  got  to  consider  implementation  of  a  tax 
credit  program  for  companies  that  are  investing  in  pollution  pre- 
vention technology.  We're  not  talking  basic  compliance.  We're 
going  past  compliance.  A  shop  in  compliance  but  they  want  to 
invest  $50,000  or  $75,000  or  $100,000.  They're  a  small  business. 
Give  them  a  tax  credit  for  making  that  investment. 

We're  recommending,  and  you  can  find  a  lot  of  recommendations 
in  the  Narragansett  Bay  Projects  Comprehensive  Plan,  a  revolving 
loan  fund  for  pollution  prevention,  and  we've  got  to  limit  the  finan- 
cial liability  of  the  financial  institutions  that  are  providing  the 
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funding  for  these  projects.  The  bank  provides  money.  They're  not 
the  operator.  They're  not  the  master  of  the  plan.  You  can't  hold 
them  responsible  if  a  problem  does  occur. 

And  finally,  you've  got  to  maintain  your  technology  transfer  pro- 
grams. In  Rhode  Island  we  have  the  Hazardous  Waste  Reduction 
Project.  It's  the  single  best  non-regulatory,  regulatory  approach  to 
helping  industry  and  small  businesses  in  the  United  States  and  it's 
getting  better  every  day  as  they  get  more  experienced.  Use  that  as 
a  model.  Get  that  implemented  across  the  board,  across  the  coun- 
try, and  you're  going  to  do  a  huge  gain  in  help  for  small  business. 

There  has  got  to  be  technology  transfer,  because  small  business- 
men are  working  day  and  night  to  run  their  businesses.  They're 
not  reading  technical  journals  day  and  night.  They  can't  go  to  con- 
ferences and  seminars  every  week.  They've  got  to  run  a  business. 
They've  got  to  earn  a  living.  Thank  you  very  much  for  the  opportu- 
nity to  make  these  comments. 

Senator  Chafee.  Well,  thank  you  very  much.  And  now  Mr. 
Boscia  from  Lutone  Plating  Company  right  here  in  Providence. 

STATEMENT  OF  ANTHONY  BOSCIA,  LUTONE  PLATING  COMPANY, 
PROVIDENCE,  RHODE  ISLAND,  AND  PAST  PRESIDENT,  RHODE 
ISLAND  CONTRACT  ELECTROPLATERS 

Mr.  Boscia.  Thank  you,  Senator.  This  statement  has  been  pre- 
pared and  submitted  on  behalf  of  the  manufacturers,  jewelers  and 
silversmiths  of  America  and  the  Rhode  Island  Contract  Electro- 
platers  Association.  By  the  way.  Senator,  I  will  be  reading  my  text. 

Senator  Chafee.  Sure,  speak  right  into  the  microphone. 

Mr.  Boscia.  One  of  the  most  critical  issues  facing  the  industry 
today  is  compliance  with  a  myriad  of  environmental  and  related 
regulations.  Virtually  all  aspects  of  the  industrial  manufacturing 
operations  are  affected.  While  it  can  be  stated  that  the  cost  of  com- 
pliance can  be  significant,  the  cost  of  non-compliance  can  be  even 
greater  with  the  result  that  the  failure  to  comply  in  a  thorough 
and  comprehensive  manner  can  result  in  the  ultimate  failure  of 
that  particular  business. 

The  reality  for  the  present  day  small  business  owner  is  that  reg- 
ulatory business  compliance  is  a  full-time  job.  The  issues  for  virtu- 
ally all  of  the  small  businesses  is  how  to  deal  with  and  comply  with 
all  of  the  complex  regulations,  working  under  constraints  of  limit- 
ed time,  manpower  and  finances  and  still  maintain  a  viable  suc- 
cessful business.  When  examining  the  regulatory  process,  particu- 
larly with  regard  to  pollution  prevention,  it  must  be  initially  recog- 
nized that  there  is  no  single  regulation  or  category  of  regulations 
which  apply.  For  example,  the  t5rpical  metal  finishing  or  plating  fa- 
cility must  deal  with  regulatory  requirements  associated  with  In- 
dustrial Wastewater  Pretreatment,  RCRA,  CERCLA,  SARA,  Air 
Emissions,  Local  Plumbing  Codes.  These  regulatory  requirements 
will  involve  Federal  and  State  level  agencies  as  well  as  local  offi- 
cials including  the  sewer  authority,  building  department,  plumbing 
inspector,  fire  marshall,  et  cetera.  Modification  of  a  single  process 
operation  can  trigger  the  requirement  to  prepare  extensive  docu- 
mentation and  submittals  to  the  various  agencies  and  authorities, 
for  review  and  approval  of  prior  to  implementation.  Beyond  the  im- 
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mediate  regulatory  requirements  are  the  equally  important  issues 
of  the  workplace  safety,  employee  notification,  education  and  train- 
ing, liability  insurance,  health  insurance,  et  cetera,  all  of  which  are 
impacted. 

The  failure  to  comply  with  any  single  requirement  has  the  poten- 
tial to  result  in  enforcement  actions,  which  can  range  from  simply 
rectifying  the  paperwork  omissions  to  paying  financial  penalties, 
installing  additional  equipment,  or  in  extreme  cases,  literally  rip- 
ping out  previous  installations. 

At  the  present  time,  virtually  all  metal  finishers,  electroplaters 
and  jewelry  manufacturers  in  Rhode  Island  have  achieved  basic 
compliance  with  industrial  pretreatment  requirements,  SARA  and 
RCRA.  These  businesses  have  made  the  investment  in  capital 
equipment,  physical  plant  modifications  and  employee  training  to 
assure  consistent  compliance.  Additionally,  it  is  recognized  that  in 
order  to  achieve  future  cost  benefits,  it  is  necessary  to  make  addi- 
tional capital  investments.  It  is  recognized  that  the  future  holds 
more  stringent  regulatory  requirements  while  at  the  same  time  the 
costs  for  raw  materials,  labor,  utilities  and  services  are  steadily  in- 
creasing. Thus,  it  is  critical  to  the  long-term  economic  viability  of 
small  business  that  cost-effective  solutions  be  devised  to  resolve  the 
interrelated  issues  of  environmental  compliance,  manufacturing 
productivity  and  financial  stability. 

New  regulatory  requirements  should  build  from  the  existing  reg- 
ulatory and  physical  plant  basis.  We  cannot  start  from  scratch 
again. 

The  economic  impact  of  new  regulations  upon  existing  systems 
and  facilities  must  be  carefully  evaluated. 

Incentives  and  mechanism  must  be  put  in  operation  to  enhance 
the  implementation  of  pollution  prevention  technologies  and  proc- 
esses. At  the  present  time,  there  are  numerous  regulatory  and  fi- 
nancial disincentives  in  place. 

The  special  requirements  and  issues  of  small  business  compared 
to  big  business  must  be  considered  when  preparing  new  legislation 
and  regulations. 

It  is  absolutely  vital  to  the  long-term  survival  of  small  businesses 
that  the  various  environmental  regulatory  requirements  be  merged 
and  streamlined.  This  should  include  the  following: 

Consolidate  small  business  facility  permitting  and  regulatory  re- 
views, incorporating  industrial  pretreatment,  RCRA,  SARA,  storm- 
water  and  air  emissions  permitting  and  reporting  into  a  compre- 
hensive document. 

Comprehensive  multi-media  facility  inspections  by  regulatory 
personnel.  This  will  provide  more  consistency  and  coordination  in 
the  regulatory  review  process  and  eliminate  overlapping  and  con- 
flicting requirements. 

Hazardous  waste  disposal  and  recycling  efforts  should  be  the  re- 
sponsibility of  each  state  or  region.  Presently,  statewide  Assurance 
Plans  allows  each  state  to  use  the  capacity  of  TSDF  facilities, 
which  are  in  other  states  or  even  in  other  countries,  to  fulfill  re- 
quirements. Because  the  issue  of  hazardous  waste  disposal  and  the 
reclaim /recycle  of  hsizardous  waste  is  critical  to  the  economic  via- 
laility  of  each  states'  industrial  base,  each  state  should,  therefore, 
be  mandated  to  develop  in-state  programs  and  facilities  to  achieve 
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the  desired  objectives.  The  benefit  to  each  state  can  be  that  pro- 
grams and  facilities  can  be  tailored  to  the  specific  requirements  of 
a  given  region. 

The  present  RCRA  regulations  must  be  modified  to  recognize  the 
value  and  benefit  of  recycling  waste  materials  and  residuals  gener- 
ated by  industry.  This  may  require  a  redefinition  of  waste  materi- 
al. If  residuals  from  a  given  industry  are  used  by  another  as  a  raw 
or  reclaimable  material  for  manufacturing  products,  then  they  are 
not  waste.  This  is  necessary  to  allow  the  implementation  of  eco- 
nomically viable  facilities  for  the  reclaim  of  non-precious  metals 
such  as  nickel,  copper,  tin,  cadmium,  zinc,  etc. 

Presently,  facilities  which  reclaim  non-precious  metals  from  elec- 
troplating wastes  must  be  permitted  under  RCRA;  however,  manu- 
facturers of  the  same  raw  materials  are  not  required  to  be  permit- 
ted under  RCRA.  The  regulatory  permitting  and  operational  re- 
quirements result  in  a  massive  economic  burden  upon  all  industry. 
Federal  legislation  and  regulation  establish  policies  which  are 
the  basis  for  water,  sewer  and  other  utility  cost  structures.  Present- 
ly, there  are  economic  disincentives  in  place  which  discourage  con- 
servation of  resources. 

Local  Industrial  Pretreatment  Programs  benefit  all  users  of  a 
municipal  sewerage  system.  The  cost  of  such  programs  should  be 
borne  by  all  users. 

Water  utility  and  sewer  use  rate  structures  should  be  based  upon 
a  sliding  scale  of  increasing  cost  with  increasing  use.  Presently  the 
reverse  is  true  in  many  communities. 

Tax  credits  should  be  provided  for  investment  by  small  business 
in  technology  and  processes  which  result  in  a  reduction  in  the  total 
waste  generated  by  a  small  business/industry. 

Summary.  The  jewelry  and  related  metal  finishing  and  service 
industries  located  in  Rhode  Island  provide  25,000  jobs  and  generate 
approximately  $1  billion  per  year  in  total  financial  and  benefits 
compensation.  When  standard  economic  multipliers  are  applied, 
the  value  of  this  industry  to  Rhode  Island  is  staggering.  Because 
the  vast  majority  of  the  industry  is  comprised  of  small  businesses, 
thus,  the  total  net  value  is  often  overlooked. 

Precisely  because  the  industry  is  principally  comprised  of  small 
businesses,  with  local  ownership  and  operation,  this  industry  has 
survived  repeated  economic  hardships  when  other  industries  failed 
or  moved  out  of  the  state  or  the  country.  Small  businesses  have  the 
flexibility,  versatility  and  ownership  commitment  to  continue  to 
provide  the  stable  economic  backbone  of  Rhode  Island;  however,  it 
is  asked  that  at  both  the  Federal  and  State  government  level,  there 
be  an  equal  effort  and  commitment  to  establish  the  regulatory 
framework  that  will  enable  industry,  particularly  small  business, 
to  prosper  in  concert  with  the  environment.  Thank  you. 

Senator  Chafee.  Well,  thank  you  very  much,  Mr.  Boscia.  I  appre- 
ciate that.  I've  got  some  questions  for  the  panel  as  a  whole  here; 
and  Mr.  Ferrari  mentioned  that  small  business  couldn't  afford  to 
keep  him  on  the  staff,  and  indeed,  he's  expensive.  So,  where  do  you 
get  your  information  from,  Mr.  Boscia?  Do  you  get  it  from  trade 

associations?  You  have  a  group  here  that's  called  the 

Mr.  Boscia.  Rhode  Island  Contract  Electroplaters. 
Senator  Chafee.  Yes. 
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Mr.  BosciA.  And  MJSA.  In  about  1987  a  group  of  contract  elec- 
troplaters  formed  that  Rhode  Island  Contract  Electroplaters  Asso- 
ciation for  that  situation  where  we  were  getting  a  lot  of  informa- 
tion secondhand,  and  we  now  can  hire  people  like  Bob  Ferrari  or 
other  engineers  to  give  us  technical  advice;  and  we  get  it  like  on  a 
group  rate  rather  than  on  an  individual.  We  just  recently  had  a 
survey  of  the  stormwater  runoff,  and  that's  exactly  what  we  did. 
We  got  a  group  rate,  and  we  had  all  of  our  facilities  that  people 
belong  in  our  association  monitored. 

Senator  Chafee.  How  about  you,  Mr.  DeBlois,  how  do  you  do  it? 

Mr.  DeBlois.  I  would  agree  with  Mr.  Boscia.  I  think  that  most  of 
us,  through  trade  associations,  either  State,  regional  or  national 
level,  use  those  people  as  the  principal  basis  for  our  information. 
Their  staff— the  staff  at  the  trade  associations,  because  it's  a  group 
of  businesses  banded  together,  can  afford  to  hire  either  an  attorney 
or  someone  who  can  analyze  the  regulations  or  interpret  the  regu- 
lations or  someone  with  technical  expertise,  such  as  a  professional 
engineer  or  an  environmental  engineer,  to  interpret  those  and  say, 
OK,  here's  basically  what  they  say.  This  is  what  your  basic  busi- 
ness needs  to  do  and  then  you  kind  of  customize  it,  if  you  will,  for 
the  places  you  operate  in;  and  that's  where  you  get  into  the  real 
problem  between  the  Federal  and  the  State  regulations.  You  think 
you're  complying  on  one  basis,  and  all  of  a  sudden,  you  find  out 
that  you're  not  complying,  because  this  state  is  different  than  an- 
other state,  is  different  from  the  Federal  Government. 

Senator  Chafee.  Is  that  the  way  you  work,  Mr.  Gebhard? 

Mr.  Gebhard.  Yes,  sir,  we  do  use  trade  associations,  but  there's 
also  several  other  things  that  we  do  use.  One  is  that  we've  made 
pretty  extensive  use  of  the  University  of  Rhode  Island  and  some  of 
the  information  that's  available  down  at  the  University  of  Rhode 
Island  and  throughout  the  University  system.  Of  course,  other  com- 
panies in  the  impregnation  business,  there  is  no  real  trade  associa- 
tion for  us.  So,  we  work  with  other  companies  in  that  area,  and  the 
last  area  that  we've  gotten  a  lot  of  good  information  from  is  from 
the  regulators  themselves;  but  again,  information  is  premium. 
There's  a  marketplace  of  information  and  the  information  out 
there  is  not  always  accurate.  It  doesn't  always  reflect  the  local  re- 
quirements, and  it  doesn't  always  reflect  the  technology  and  the 
manufacturing  required  in  the  companies. 

Senator  Chafee.  I  thought  that  Mr.  DeBlois'  illustration  of  some- 
thing working  really  well,  with  the  underground  storage  tank  legis- 
lation, and  working  with  the  regulators.  Then  on  the  other  side  of 
the  ledger  was  what  seems  to  be  the  disaster  with  the  Stage  II 
pump  requirements  for  the  VOCs.  Why  did  it  go  wrong  in  the 
second  instance?  Well,  I  guess  the  first  question  is  who  was  so 
smart  that  made  it  work  in  the  first  place  with  the  underground 
storage  tanks?  Did  the  regulators  come  to  you  in  your  industry  and 
work  with  you  and  tell  you,  look,  you've  got  enough  time  here; 
we're  going  to  work  this  out;  we're  going  to  plan?  That's  sounds 
ideal. 

Mr.  DeBlois.  Senator,  I  think  in  the  first  instance  with  the  un- 
derground tanks  is,  yes,  the  regulators  did  take  the  first  step  and 
ask  what  our  opinions  were.  They  also  were  willing,  once  they 
came  out  with  a  set  of  regulations,  to  listen  to  the  industry  and 
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take  from  the  industry  some  the  knowledge  the  industry  had  about 
what  was  going  to  work  and  what  was  not  going  to  work,  and  it 
was  a  hard  negotiation  process.  Tempers  were  lost  in  those  meet- 
ings. 

Senator  Chafee.  This  was  done  on  a  national  level? 

Mr.  DeBlois.  It  was  done  on  a  national  level  and  on  a  state  level. 
The  states,  quite  frankly,  were  ahead  of  the  national  regulations. 
The  national  regulations,  when  they  first  came  out,  weren't  done 
with  industry  people  in  mind.  There  was  such  an  uproar  from  the 
industry  that  EPA  actually  pulled  back,  if  I  recall  correctly,  and 
said,  OK,  tell  us  what  your  concerns  are;  and  after  issuing  their 
initial  draft  regulations,  I  think  it  was  about  another  two-year 
process  before  their  actual  final  regulations  came  out,  and  those 
final  regulations  were  considerably  modified  because  of  the  negoti- 
ation process  that  they  went  through  on  a  national  level  with  some 
of  the  national  trade  associations,  like  the  Petroleum  Market  of 
America  and  the  Society  of  Independent  Gasoline  Market. 

Senator  Chafee.  But  then  what  went  wrong  with  the  Stage  II  sit- 
uation? 

Mr.  DeBlois.  I  think  what  went  wrong  with  the  Stage  II  situa- 
tion, which  I'm  less  familiar  with  admittedly,  is  that  you  had  a  sit- 
uation under  the  Clean  Air  Act  where  something  had  to  be  done. 
There  was  a  tremendous  political  struggle  going  on  I  think  between 

Senator  Chafee.  The  automobile  manufacturers,  about  On-board 
Canisters,  the  petroleum  industry,  about  gasoline,  the  technology 
that  was  going  to  be  best  to  solve  that,  and  that  process  stretched 
that  decision  out  and  made  it  a  very  difficult  political  decision  for 
the  people  at  EPA;  and  as  a  result,  you,  in  fact,  were  forced  into 
something  because  of  simply  the  fact  that  the  decision  kept  getting 
delayed  and  getting  delayed  and  you  found  yourself  backed  into  a 
corner  where  all  of  a  sudden  something  had  to  be  done,  because,  if 
I'm  not  mistaken,  the  States  will  actually  lose  some  of  the  Federal 
funding  for  administering  some  of  their  various  State  programs  if 
their  State  Implement  Plan,  their  SIP,  does  not  have  all  of  these 
little  elements  in  it.  So,  the  only  way  they  could  meet  some  of  the 
clean  air  elements  for  the  VOC  was  to  throw  Stage  II  Vapor  Recov- 
ery in. 

I  remember  the  On-board  Canister  argument  and  is  it  safe.  I  be- 
lieve what  we  did — maybe  Mr.  Keough,  when  he  comes  down,  can 
tell  us — it  seems  to  me,  as  best  I  remember  it,  we  said  that  you 
have  to  go  to  the  Stage  II  Canister  unless  it  is  proven  to  be  danger- 
ous. In  other  words,  there  was  some  question  you  couldn't  put  this 
canister  on-board  because  it  would  catch  fire  and  all  those  argu- 
ments. I  must  say  in  listening  to  you,  Mr.  Ferrari,  about  the  limita- 
tions on  new  technologies  sounded  very  discouraging.  Obviously,  we 
want  to  move  ahead  here,  is  it  your  argument  that  the  regulators 
are  locked  into  some  antiquated  or  safe,  known  design  and  won't 
venture  into  something  that  might  be  different  but  perhaps  better? 
Is  that  what  you're  telling  us? 

Mr.  Ferrari.  What  I'm  really  saying,  Senator,  is  that  when,  for 
example,  the  RCRA  Regulations  were  written,  which  was  in  the 
late  1970's  or  thereabouts,  the  focus  was  not  on  reclaim  and  recy- 
cling. The  citations  for  the  regulations  principally  focus  on,  almost 
as  a  side,  precious  metals,  such  as  gold,  silver,  palladium,  et  cetera. 
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That  those  facilities  that  feel  like  reclaiming  the  gold,  the  silver  or 
other  precious  metals  are  exempt  in  most  cases  from  RCRA  Regu- 
lations, whether  it's  in  the  existing,  say,  jewelry  operation  or  at  a 
refiner.  There  wasn't  much  consideration,  because  at  that  time, 
there  was  very  little  work  going  on,  whether  it  was  the  research  or 
commercially  of,  say,  for  example,  non-precious  metal  reclaiming 
and  reprocessing.  It  was  found  on  certain  locations.  Consequently, 
those  regulations  were  not  really — they  weren't  focusing  on  how  do 
we  get  rid  of  this  stuff,  and  the  focus  on  the  regulations,  justifiably 
so,  but  we've  got  massive  quantities  of  hazardous  waste.  It's  got  to 
go  some  place.  We  don't  want  to  be  killing  ourselves.  So,  the  regu- 
lations are  really  based  upon,  well,  it's  waste,  it's  hazardous.  How 
do  we  go  from  Point  A  to  Point  B  and  not  kill  anybody  basically. 
The  same  thing  with  the  wastewater  regulations  that  came  out  of 
the  Clean  Water  Act  but  focuses  on  if  you  have  wastewater,  you 
have  to  treat  it  and  meet  certain  standards,  to  find  the  standards. 
So,  the  point  I'm  making  is  that  the  regulatory  people  aren't  going 
to  be  doing  anything  wrong.  They're  handed  a  set  of  regulations. 
They're  required  to  implement  them  and  work  with  them.  That's 
what  they  do.  The  dilemma  becomes  when  you  now  have  persons — 
you  attempt  to  implement  a  recycle  technology,  whether  it's  on-site 
or  off-site,  that  involves  materials  that  as  soon  as  it  goes  out  the 
door,  that  matter,  in  many  interpretations,  as  soon  as  it  comes  off 
of  the  production  line,  it's  now  hazardous  waste.  You're  kicked  into 
RCRA,  and  because  RCRA,  the  regulations,  don't  have  say  a  mech- 
anism for  how  you  deal  with  this  non-precious  metal  that  you  want 
to  reclaim,  well,  now,  you're  in  the  hazardous  waste  and  you  just 
got  the  RCRA  Part  B  Permitting.  Now,  there  isn't  any  chance  that 
a  small  business  can  go  through  RCRA  Part  B  Permitting  and  sur- 
vive financially.  First  of  all,  it's  going  to  take  years;  and  second  of 
all,  it's  going  to  cost  an  awful  lot  of  money.  So,  the  reality  of  life  is 
that  I  would  like  to  see  and  I  suspect  the  regulatory  people  would 
like  to  see  this  also.  We  sit  down  and  we  say  our  hands  are  tied  to 
a  great  degree.  We  need  updates  of  the  laws  and  regulations  to  rec- 
ognize, number  one,  we're  using  multiple  medias  for  a  lot  of  recy- 
cling work  where  we  accept  multiple  medias.  We  want  a  consolidat- 
ed permitting,  so  that  we're  not  having  to  go  down  the  regulatory 
road  two,  three  or  four  times  to  get  one  thing  done;  and  number 
two,  recognize  that  a  lot  of  technologies  or  recycle  systems  are 
going  to  use  multiple  technologies  that  will  be  in  multiple  medias 
but  still  let's  not  classify  it  as  what  we  know  as  hazardous  waste 
treatment.  If  it's  truly  reclaiming  for  recycling  as  raw  materials, 
whether  it's  your  own  raw  material  or  for  somebody  else's  product, 
recognize  that's  a  new  category  that  for  all  intents  and  purposes 
when  the  laws  and  regulations  are  written  tend  to  be  figuratively 
not  at  the  commercial,  widespread  commercial  scale.  Not  from  a 
practical  standpoint.  Back  then,  it  was  just  getting  the  compliance 
and  stay  there.  So,  we're  a  new  claim.  That's  the  point  I'm  making 
is  that  this  isn't  a  criticism  of  RCRA  people.  They're  working  with 
regulations  that  they're  required  by  law  to  enforce  and  operate 
under.  It's  a  question  of  we've  got  to  give  the  regulatory  people  and 
the  industry  and  the  engineers  and  the  vendors,  who  make  this 
equipment,  the  tools,  the  mechanisms,  to  implement  this  without 
having  to  go  through  the  most  incredible  review  and  approval 
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minimization  process.  The  cost  associated  with  that — I  can  tell  you 
right  now  the  cost  to  do  the  permitting  in  a  lot  of  cases  is  more 
than  the  cost  to  do  the  engineering.  That's  kind  of  ridiculous,  quite 
frankly.  I  have  this  happen  repeatedly  particularly  for  small  busi- 
nesses. All  designs  are  treated  different  for  persons  like  Anthony 
Boscia  here  on  an  exchange  system.  I  can  design  it  for  less  than 
$1,000,  but  the  permitting  process  makes  it  up  to  $5,000  with  all 
the  paper,  the  meetings,  and  the  responses  and  generate  about  500 
pieces  of  paper.  That's  going  to  cost  two,  three,  four  times  as  much 
as  the  design  costs.  I've  had  situations  where  the  engineering  cost 
more  than  the  equipment,  which  is  pretty  wild,  because  engineer- 
ing should  be  ten  cents  on  a  dollar,  maybe  twenty  cents  on  the 
dollar  tops.  So,  that's  the  dilemma  we  have.  We've  got  to  look  at 
our  regulations  and  recognize  that  we're  crossing  over  regulations 
with  source  reduction  recycling,  whether  you're  metal  finishing  or 
whether  you're  refining.  It  needs  to  be  recognized. 

Senator  Chafee.  One  of  the  points  that  Mr.  Boscia  made,  and  I 
think  you  made,  Mr.  Ferrari,  was  that  it  seems  strange  that  the 
more  water  you  use  the  cheaper  it  becomes.  Didn't  you  say  that? 

Mr.  Boscia.  Mr.  Ferrari  said  that.  In  fact,  we  challenged  the 
PUC  in  1989  on  a  rate  increase,  and  they  did  not  give  you  the  in- 
centive of  reducing  your  water  at  a  better  rate,  but  you  got  a  better 
rate  when  you  used  more  water,  and  that's  not  an  incentive.  That's 
a  disincentive. 

Senator  Chafee.  You  never  win  in  that  deal.  There's  still  an  in- 
centive, it  seems,  use  less  water.  Mr.  Matrone  is  here  from  the 
Northern  Rhode  Island  Chamber  of  Commerce.  He  was  telling  me 
about  their  electrical  bill  when  they  used  to  have  Owens  Corning 
Glass  up  there  in  Cumberland.  I  think  he  said  his  electrical  bill 
was  $6  million  a  year.  Now,  if  he's  a  big  electricity  user,  you'd 
think  the  more  he  uses,  the  lower  the  rate  should  go.  Not  higher. 
Although,  I  hadn't  thought  of  it  your  way.  Give  me  your  argument 
once  again  now. 

Mr.  Gerhard.  What's  your  objective.  Senator?  Pollution  preven- 
tion? If  you  use  electricity,  you're  going  to  burn  coal.  You're  going 
to  burn  oil.  You're  going  to  burn  gas  and  you're  going  to  burn 
something.  The  more  you  use,  the  more  you're  going  to  burn.  It's 
going  to  cost  somebody  something  somewhere.  Now,  if  you  give 
somebody  an  incentive,  financial  or  otherwise,  to  use  less,  they'll 
figure  out  a  way  to  use  less. 

Senator  Chafee.  It  seems  to  me  the  incentives — this  is  a  philo- 
sophic discussion — it  seems  to  me  the  incentive  is  there.  You  use 
less.  You  pay  less. 

Mr.  Ferrari.  Unfortunately,  if  you  talk  to  many  of  your  electric 
utilities,  and  a  lot  of  them  have  programs  concerning  conservation, 
but  then  you  turn  and  you  find  your  unit  cost  per  kilowatt  hour 
has  gone  up,  because  they're  selling  less  and  they  have  to  make  a 
certain  amount  of  money.  Let  me  use  another  example  here,  and 
hopefully,  Mr.  Mariscal,  from  the  Narragansett  Bay  Commission, 
will  be  ready  for  this  one.  We  were  before  the  PUC  years  ago,  and  I 
was  the  test  representative  for  the  legislative  association  and  the 
MGSA.  We  had  a  sewer  use  rate  structure  that  was  proposed,  and 
probably  60  or  70  percent  of  the  fees  were  going  to  be  fixed  fees 
regardless  of  how  much  water  you  used.  Only  about  30  or  40  per- 
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cent  were  going  to  be  used  cost  states  on  your  water.  And  it  wasn't 
going  to  be  calibrated  per,  say,  unit  of  water  that  you  used.  And 
you  can  find  this  in  the  testimony  of  Mr.  Jenco  and  Mr.  Mariscal. 
They  said,  "We  have  to  guarantee  ourselves  a  minimum  income. 
So,  if  you  use  less  water,  well,  we  still  have  to  charge  you  this  sub- 
stantial flat  fee,  because  we  need  a  certain  income."  My  response  is 
then  you're  encouraging  more  water  to  be  used,  and  guess  what, 
you've  got  a  problem  in  your  sewers.  You  have  storm  water  com- 
bined to  overflows  because  you  have  too  much  water  in  your  sewers 
a  lot  of  times;  and  the  Bay  Commission  has  a  conservation  pro- 
gram, a  little  public  education  program  in  place,  and  yet,  if  you  use 
less  water  and  you're  in  industry  or  are  a  commercial  user,  you  are 
still  going  to  pay  the  same  flat  fee  within  certain  companies.  Why? 
Because  you  had  a  certain  size  water  meter  in  your  shop.  Again, 
what  do  you  want  to  do?  What  are  you  trying  to  promote?  No  one 
was  going  to  put  in  a  water  treatment  or  recycle  that's  purely 
based  on  the  sewer  use  fees;  but  if  it's  going  to  cost  you  the  same 
amount  of  money,  for  all  intents  and  purposes,  whether  you  use 
20,000  gallons  a  day  or  10,000  gallons  a  day.  With  20,000  gallons  a 
day  for  the  same  plating,  you  ve  got  a  better  chance  of  being  in 
compliance.  If  you're  at  20,  and  you  down  to  ten,  your  water  bill 
isn't  going  to  go  down.  I  don't  know.  Where  is  your  incentive? 
Senator  Chafee.  Well,  your  water  bill  is  an  incentive,  isn't  it? 
Mr.  Ferrari.  Well,  the  amount  it  will  go  down  is  minimal.  The 
point  being  is  that  you  should  take  the  regulatory,  the  Federal  reg- 
ulations right  now,  essentially,  say  sewer  use  fees  should  be  based 
upon  what  you  use.  That's  the  basic  police  language  in  a  regula- 
tion. It's  that's  simple.  So,  all  I'm  saying  is  you  shouldn't  be  penal- 
ized for  conservation.  At  least  have  no  additional  costs;  but  in 
many  utility  rate  structures,  you  actually  are  penalized  for  using 
less  because  your  unit  costs  go  up,  and  there  had  been  documented 
situations  where  somebody  did  a  significant,  say,  a  25  percent  cut 
in  a  given  utility  usage  and  actually  have  the  bill  stay  the  same  or 
even  went  up  a  little  bit  because  the  unit  costs  went  up.  There  are 
documented  cases. 
Senator  Chafee.  I'll  admit  that  it  is  crazy. 
Mr.  Ferrari.  It  is  crazy,  but  it's  true. 

Senator  Chafee.  OK.  Let  me  ask  you  one  final  question.  The 
EPA  has,  as  I  understand,  developed  a  software  disk,  which  some- 
body can  plug  into  a  home  or  office  personal  computer  for  report- 
ing information  under  the  toxic  release  inventory  and  they  send 
this  out  free  of  charge.  Has  anybody  ever  used  that?  Do  you  use 
that? 
Mr.  Gebhard.  We  use  it. 
Senator  Chafee.  How  does  it  work? 

Mr.  Gebhard.  It  works.  I  mean  it's  a  help.  It  allows  us  to  reduce 
the  cost  of  reporting.  Is  it  perfect?  No.  But  certainly  it's  a  step  in 
the  right  direction  where  we  can  just  utilize  the  disk  and  some  of 
the  information  on  it  to  allow  for  the  appropriate  forms  for  the — I 
think  the  state  is  on  that  system,  if  I'm  not  mistaken. 

Senator  Chafee.  One  of  the  questions  I'm  going  to  be  asking 
Miss  Durfee  when  she  comes,  is  whether  the  State  and  the  Federal 
Government  are  in  harness  together  on  these  things.  It  seems  to 
me,  from  what  your  description  is,  and  that  Mr.  DeBlois  indicated 
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is  that  you  satisfy  the  State,  and  the  Federal  Government  has  a 
problem  or  vice  versa.  You  get  whip  sawed  and  I  think  you  men- 
tioned you  were  in  a  Catch  22  situation.  Maybe  that  was  with  the 
On-board  Canister.  Do  you  find  that,  Mr.  Boscia? 

Mr.  BosciA.  We  have  a  situation  where  there  is  a  piece  of  equip- 
ment that  is  used  in  another  state  that  we  can't  use  in  this  state, 
which  is  called  an  evaporator.  This  is  a  very  essential  piece  of 
equipment.  When  you  start  looking  at  closed  loop  systems,  because 
there  is — at  certain  times  that  there  is  a  buildup  where  things 
have  to  be  either  backwashed,  where  you  have  to  get  rid  of  a  cer- 
tain amount  of  waste,  and  the  evaporator  was  the  piece  of  equip- 
ment that  did  it,  and  that's  been  a  big  controversy,  I  would  say,  for 
four  or  five  years.  When  Narragansett  Bay  Commission  had  a  semi- 
nar on  closed  loop  systems,  which  thev  had  the  evaporator  in  place, 
£md  then  Clean  Air  came  in  and  said, '  If  you  people  are  advocating 
that  type  of  equipment,  you're  in  violation  of  another  regulation.' 
So,  there  are  situations  where  one  media  will  contradict  another 
one. 

Through  Narragansett  Bay  Project  came  the  Rhode  Island  Pollu- 
tion Prevention  Council,  which  I'm  a  member;  and  we  enacted  a 
sort  of  Multi-media  Regulatory  Review  Board,  where  if  an  engineer 
would  come  up  with  some  sort  of  technology,  that  it  would  go 
through  this  Multi-media  Review  Board  and  kind  of  iron  out  any  of 
the  problems,  and  if  it  affected  a  regulation,  a  state  regulation,  or  a 
Federal  regulation  and  it  meant,  you  know,  either  to  make  this 
process  succeed.  In  some  instances,  I  think,  you  know,  you  just 
can't  have  that  firm  line  where  you  can't  bend  one  way  or  the 
other.  Something  has  to  have  some  sort  of  a  give,  either  the  state 
regulation  or  the  Federal  regulation.  When  you  talk  to  regulatory 
people,  they  don't  want  to  hear  that.  Let's  not  talk  about  that  be- 
cause that's,  you  know,  that's  what  they've  been  told.  You  can't 
change  regulations  or  you  can't  have  any  kind  of — a  person  will 
make  a  judgment.  Once  they  make  that  judgment,  then  they  get 
scolded  for  that.  So,  we  have  a  problem  that  can  be — especially  in 
this  State,  Senator.  This  State  is  such  a  small  state.  If  you  went  to 
Massachusetts,  you  try  to  get  the  sewer  authority,  the  Clean  Air 
people,  the  water  people  together.  It  would  be  almost  an  impossibil- 
ity, but  this  State  is  so  small;  and  we  can  work  a  lot  of  these  prob- 
lems out. 

Senator  Chafee.  Do  we? 

Mr.  Boscia.  We  do.  The  Pollution  Prevention  Council  has  done  a 
lot  of  good.  There  is  a  lot  of  industry  input  for  the  first  time.  That's 
another  thing  why  Rhode  Island  Contract 

Senator  Chafee.  Mr.  DeBlois  talked  about  this  confrontational 
situation. 

Mr.  BosciA.  You're  always  going  to  have  that. 

Senator  Chafee.  You  go  up  to  deal  with  DEM,  and  suddenly  you 
need  a  lawyer.  That  doesn't  sound  very  nice. 

Mr.  DeBlois.  Senator,  let  me  clarify.  I  think  the  great  majority 
of  people  at  the  State  level,  and  I— quite  frankly,  I'm  glad  I  have  to 
deal  at  the  State  level  and  not  at  the  Federal  level.  The  majority  of 
people  are  good  people  smd  are  knowledgeable,  as  I  think  all  three 
of  us;  but  one  of  the  themes  is  that  the  regulations  do  not  allow  a 
regulator  to  be  flexible  or  creative.  He  is,  as  Mr.  Boscia  says,  in 
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that  type  of  a  situation  the  basis  of  a  law,  and  the  way  it's  written, 
the  way  the  regulation  is  written,  is  such  that  a  regulator  gets  a 
little  creative  or  tries  to  be  a  little  flexible  and  work  something, 
that  in  the  long  run  should  be  better,  many  times,  as  I  said,  they're 
either  second-guessed,  or  as  Mr.  Boscia  said,  they're  scolded.  In  this 
State,  you  are  fortunate  and  you  can  get  together  with  these 
people;  but  they  also,  because  of  the  way  things  are  written  is — the 
simple  fact  that  you  look  at  each  other  on  different  sides  of  the 
table,  and  there  is  not  a  commonality  of  purpose.  So,  as  a  result, 
each  side  has  a  tendency  to  get  defensive,  and  it  takes  a  lot  longer 
to  get  things  accomplished  at  a  much  greater  cost  than  I  think  it 
really  should  be,  and  I  think  that's  the  clarification  that  I  wanted 
to  make. 

Senator  Chafee.  OK.  Thank  you  all  very  much.  I  appreciate  your 
coming  and  I'm  very  grateful  to  each  of  you.  Why  don't  we  have 
next  Miss  Durfee,  Paul  Keough,  and  Curt  Spalding?  I  don't  think 
Trudy  Coxe  is  here.  Is  she?  Let's  have  a  two-minute  break  here. 

[Recess.] 

Senator  Chafee.  OK,  why  don't  we  get  started  here  and  work 
right  down  the  row  starting  with  Miss  Louise  Durfee,  who  we  all 
know  and  admire  and  is  the  very  able  Director  of  Environmental 
Management  here  in  the  State  of  Rhode  Island;  and  we  are  very 
grateful  for  you  coming.  Miss  Durfee. 

STATEMENT  OF  LOUISE  DURFEE,  DIRECTOR  OF 
ENVIRONMENTAL  MANAGEMENT,  STATE  OF  RHODE  ISLAND 

Ms.  Durfee.  Senator,  thank  you  very  much  for  holding  the  field 
hearing  today.  As  I  was  coming  over  here,  I  have  to  applaud  you 
for  the  efforts  you  have  made  in  the  environmental  field;  and 
whether  or  not  our  friends  from  the  small  business  community 
agree  with  everything  we  do,  which  I  am  frank  to  say  they  do  not, 
I  think  everybody  here  has  to  acknowledge  that  we  would  be  a  very 
poorer  Nation  if  you  did  not  carry  on  your  efforts  in  the  Senate, 
and  I  often  times  think  what  the  Senate  would  look  like  if  you 
were  not  a  stalwart  member  of  that  body;  and  I  applaud  you,  not 
just  for  your  interest  in  environmental  matters,  but  of  your  genu- 
ine concern  about  their  application,  how  it  affects  small  business, 
because  that  is  a  concern  to  the  Department  as  well.  I  just  want  to 
personally  thank  you  for  your  efforts  of  the  decade  and  beyond. 

Senator  Chafee.  Aren't  you  nice.  Well,  thank  you  very  much. 

Ms.  Durfee.  I  think  we  all  acknowledge  that  the  relationship  be- 
tween environmental  regulation  and  small  business  is  of  critical 
importance  not  only  for  this  State  but  for  our  nation,  and  we  ac- 
knowledge that  in  many  ways  the  Rhode  Island  economy  is  driven 
by  small  business.  Your  figures  are  a  little  bit  different,  but  accord- 
ing to  our  figures,  that  were  given  to  us  by  DED,  probably  97.9  per- 
cent of  the  business  in  Rhode  Island  has  one  hundred  employees  or 
less,  and  of  the  nearly  half  million  workers  in  Rhode  Island  more 
than  57  percent  we  believe  work  for  companies  which  employ  less 
than  one  hundred  people.  We  also  acknowledge  that  of  the  eight 
billion  in  payroll  generated  in  1990  more  than  4.3  billion  was  gen- 
erated by  like  companies. 
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Now,  believe  it  or  not,  we  at  the  DEM  are  continually  working  to 
address  the  problems  of  small  business  and  people  really  generally, 
and  I'll  just  give  you  some  of  those  things  that  we  have  done  and 
we  were  working  on. 

First  of  all,  we  have  established  a  business  liaison  position.  Jim 
Selecneck  occupies  that  position  and  he  works  half  time  at  DED 
and  half  time  at  DEM,  and  we  think  this  has  done  a  couple  of 
things.  One  is  to  make  certain  that  DEM's  requirements  are  com- 
municated to  the  business  community.  It  helps  to  have  that  com- 
munication between  not  only  DED  but  DED  in  turn  offering  it  to 
businesses  in  Rhode  Island.  But  the  most  important  thing  that  we 
do  is  that  we  offer  a  non-regulatory  hazardous  waste  minimization 
program  for  all  businesses,  and  that  program  provides  technical  as- 
sistance to  industry  to  reduce  hazardous  waste.  The  program  in- 
cludes free  voluntary  on-site  technical  assistance.  The  DEM  staff 
and  URI  graduate  engineering  students  go  into  business  without 
telling  their  regulatory  counterparts  and  identify  cost  effective  pol- 
lution prevention  measures  for  operations  of  businesses.  This  has 
been  a  remarkable  story  in  Rhode  Island,  and  I  think  of  all  of  the 
New  England  states,  we  have  been  the  innovators  in  this. 

Janet  Keller,  who  is  here  today  has  general  oversight  of  that  Pol- 
lution Prevention  Program,  and  Janet,  why  don't  you  stand  up  just 
in  case  people  don't  know  Janet.  One  of  the  major  accomplish- 
ments of  the  program  has  been  to  achieve  a  significant  reduction 
in  organic  solvents,  plating  and  tubbing  wastes.  Since  1990,  110 
company  studies  have  been  completed  and  another  30  are  under- 
way. Through  source  reduction  techniques,  30  to  50  percent  of  the 
companies  have  eliminated  more  than  7500  tons  of  industrial  waste 
and  wastewater.  Let  me  give  you  a  few  success  stories. 

One  company,  Interplex  of  Providence,  was  able  to  eliminate  the 
use  of  Freon  113,  an  ozone  destro5dng  chemical.  The  same  firm 
eliminated  its  use  of  1,800  gallons  per  year  of  a  type  of  a  trichor- 
oethane  by  replacing  it  with  a  soap  and  water  wash  system.  The 
program  was  initiated  by  that  company  after  attending  a  DEM 
Hazardous  Waste  Reduction  Workshop. 

A  second  company,  Stanley  Bostitch  of  East  Greenwich,  eliminat- 
ed the  use  of  more  than  35,000  gallons  of  TCA  per  year  by  substi- 
tuting a  soap  and  water  cleaner. 

A  third  company,  a  small  zinc  die  casting  company,  Miniature 
Casting  of  Cranston,  closed  looped  its  tubbing  operation  to  elimi- 
nate an  estimated  60,000  gallons  of  metal-bearing  wastewater  from 
sewage  treatment. 

Now,  last  fall  the  environmental  coordination  under  Janet  Keller 
sponsored  a  Pollution  Prevention  Conference  and  Exposition;  and 
at  first  we  were  worried.  We  thought  do  you  think  we'll  have 
enough  people  come  to  this  conference?  Are  there  sufficient  compa- 
nies out  there  with  interest?  And  what  we  found  out  that  the  re- 
sponse was  absolutely  overwhelming.  It  attracted  more  than  500 
participants  and  included  presentations  by  55  experts  from  indus- 
try, academia  and  government.  It  was  an  amazing  outpouring  of  in- 
terest, of  exchange  of  information,  and  particularly  an  exchange  of 
pollution  prevention  techniques  for  metal  finishing,  textile,  paint- 
ing and  other  solvent  based  industries. 
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We  also,  as  a  part  of  that,  initiated  special  awards.  One  was  pre- 
sented to  Swarovski  Jewelry  for  their  efforts  to  reduce  waste  by 
making  numerous  changes  in  production  processes.  We  also  gave 
an  award  to  the  Rhode  Island  Public  Transit  Authority  for  its  test 
conversion  of  diesel-fueled  bus  to  one  using  a  mix  of  compressed 
natural  gas  and  diesel  fuel.  I  think  RIPTA,  quite  frankly,  could  do 
more.  As  I  was  driving  to  the  office  this  morning,  I  happened  to  be 
behind  a  bus  that  just  poured  out  particulates  from  their  exhaust. 

The  other  portion  of  the  pollution  prevention  activity  is  the  over- 
sight of  hazardous  waste  reduction  grants,  and  we  have  given  more 
than  800,000  in  grants  and  we  expect  another  700,000  to  be  avail- 
able in  July.  And  as  an  example  of  the  program,  Narragansett 
Coded  Paper  received  a  $125,000  grant  to  convert  from  an  organic 
solvent  used  in  the  coating  process  to  a  water  based  coating.  We 
have  aggressively  pursued  as  many  Federal  grant  dollars  for  pro- 
grams targeted  to  assist  small  business. 

Last  fall,  the  Environmental  Protection  Agency  awarded  DEM 
$200,000  for  a  two-year  pollution  prevention  project  targeted  to  the 
textile  industry  in  Rhode  Island.  DEM  was  one  of  16  and  only  16 
agencies  to  receive  such  a  grant.  And  in  giving  us  the  grant,  Julie 
Belaga,  who  was  then  regional  administrator,  stated  Rhode  Island 
is  an  innovative  leader  in  pollution  prevention.  We  feel  it  is  ex- 
tremely important.  It's  a  focus  of  our  activities  daily.  That  if  we 
can  prevent  what  goes  into  the  pipe  from  coming  out  of  the  pipe, 
we  are  well  ahead.  We  are  working  with  the  University  of  Rhode 
Island  to  perform  pollution  prevention  assessments  at  textile  firms 
with  an  overall  goal  of  effectively  reducing  off-site  transfers  and  re- 
leases of  all  pollutants  from  all  sources.  We  have  jointly  received, 
with  the  Narragansett  Bay  Commission,  a  $300,000  grant  from 
EPA  for  a  project  to  integrate  pollution  prevention  into  their  in- 
dustrial pretreatment  program. 

You  know,  not  very  long  ago  I  had  the  occasion — and  sometimes 
we  lose  sight  of  this — I  had  occasion  to  meet  with  some  East  Euro- 
pean journalists,  who  were  particularly  interested  in  state  regula- 
tion of  environmental  manners,  and  there  were  perhaps  12  journal- 
ists from  what  used  to  be  called  the  Old  Soviet  Block  and  one  of 
the  things  that  they— they  were  very  interested  in  what  we  were 
doing  about  lead  and  what  our  regulations  were,  and  we  turned  the 
tables  on  them  in  response  to  a  question.  What  are  your  environ- 
mental, primary  environmental  problems?  And  it  was  the  Director 
of  Health  and  myself  along  with  a  reporter  from  the  Providence 
Journal  and  they  detailed  to  us  the  problems  they  were  having  in 
their  environment,  and  it  was  enough  to  take  your  breath  away. 
They  spoke  about  the  air  quality  in  Crecow,  which  was  just  filled 
with  particulates  and  what  the  health  hazard  was  just  to  breath 
air  and  they  spoke  about  the  fact  that  there  was  no  potable  water. 
Nobody  ever  drank  water,  and  this  ranged  from  Hungary  to  Poland 
to  East  Germany,  and  they  particularly  talked  about  the  fact  that 
there  was  no  sewage  treatment  plan,  and  they  talked  about  the 
lack  of  money  that  they  had.  And  one  of  the  things  that  they  did 
say  that  when  we  do  buy  equipment  to  correct  some  of  these  prob- 
lems, whether  it's  air  or  sewer  treatment,  we  buy  from  American 
companies.  And  I  asked  why.  And  they  said  because  they  thought 
their  machinery  and  the  equipment  was  reliable  and  it  worked. 
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and  I  thought  to  myself  after  that  meeting,  because  it  was  exceed- 
ingly sobering,  that  one  of  the  reasons  I  think  that  American 
equipment  works  is  because  Congress  itself  has  set  some  very  clear 
and  precise  standards  with  regard  to  reducing  pollution  particular- 
ly in  the  air  and  in  the  water  fields.  And  I  think  it  is  the  clear  and 
explicit  standards  that  have  been  set  that  has  provided  a  catalyst 
for  industry  to  manufacture  machinery  that  needs  to  be  manufac- 
tured for  us  not  only  in  this  nation,  but  globally  to  begin  to  grab  a 
hold  and  reduce  pollution. 

And  if  there  was  ever  a  kind  of  testament  and  confirmation  of 
that,  I  think  that  it  was  certainly  developed  in  that  meeting  with 
the  East  European  journalists.  People  were  not  looking  to  Japanese 
manufacturers.  They  were  looking  to  American  manufacturers, 
and  certainly  that  is  not  to  be  overlooked.  As  we  look  at  the  types 
of  regulations  and  all  of  the  failing  that  you  will  hear  that  we 
have,  and  I  think  each  day  we  have  to  work  on  those  to  make 
things  better  for  small  businesses  and  not  just  small  businesses  but 
for  people  as  well. 

I  don't  think  that  we  can  overlook  the  fact  that  in  setting  some 
standards  Congress  has  done  a  service  to  businesses  and  eventually 
small  businesses.  And  just  with  that  digression  for  a  moment,  I 
really  want  to  say  that  to  you.  Senator,  because  I  think  it's  very 
important  that  Congress  continue  down  that  road,  because  I  do 
think  it  is — it  serves  as  an  impetus  to  the  envirotech  industry  that 
is  emerging  and  it  is  emerging  in  this  region.  My  counterpart,  Dan 
Greenbaum,  recently  testified  before  your  Committee  on  Public 
Works  and  Environment  in  the  early  part  of  this  year  and  said 
much  of  the  same  thing;  and  certainly,  as  you  listen  to  people  who 
are  looking  to  American  industry,  I  think  the  fact  that  those  stand- 
ards exist  has  a  direct  relationship  to  what  Congress  has  done.  So, 
one  thing,  with  all  of  our  problems,  I  certainly  want  you  to  deal 
with  that,  and  I'd  like  to  reinforce  what  Congress  has  done. 

One  of  the  other  things  that  is  really  not  related  here,  but  I 
would  like  to  mention  because  I  think  we  talked  today  about  how 
long  it  takes  to  get  things  through  the  DEM,  and  there's  one  thing 
that  I  would  like  to  say  to  all  of  these  small  businesses  here,  and 
that  is  that  the  DEM,  as  a  state,  probably  has  dealt  as  effectively 
as  any  New  England  agency  with  its  backlog.  We  have  now  re- 
duced our  Wetlands  applications  to  less  than  45  days  for  a  prelimi- 
nary determination  and  that  usually  comprises  about  95  percent  of 
our  applications.  We  have  reduced  our  Wetland  enforcement  cases 
by  roughly  90  percent,  and  so  that  somebody  who  is  challenging  us 
can  get  a  very  speedy  hearing.  We  have  eliminated  the  backlog  in 
the  ISDS  section  and  fully  computerized  that  agency,  that  division. 

Senator  Chafee.  What  does  ISDS  stand  for? 

Ms.  DuRFEE.  Individual  Septic  Disposal  Systems.  People  have 
said  to  us  that  time  is  money  and  we  don't  care  if  you  say  no,  but 
let  us  know  in  a  timely  way.  Do  we  have  a  lot  of  work  to  do?  Yes, 
we  do.  I  notice  that  Mr.  Gebhard,  in  his  testimony  before  you,  men- 
tioned the  fact  that  he  had  a  matter  before  the  DEM  for  a  hundred 
days;  and  I  would  like  to  address  that,  because  it  seems  to  me  that 
it's  important  to  do  so.  Mr.  Gebhard  filed  his  application  for  a  li- 
cense on  March  12  of  this  year,  and  what  he  proposed  to  the  DEM 
was  a  new  approach  to  vapor  degreasing,  which  is  subject  to  DEM 
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licensing.  It  was  a  new  process  and  an  alternative  to  vapor  degreas- 
ing  that  was — it  was  new  and  novel  to  us,  and  we  needed  to  under- 
stand that  technology.  So,  an  air  quality  engineer  or  engineers  vis- 
ited Impco,  asked  questions  that  lead  to  new  questions.  We're  writ- 
ing a  draft  from  this  at  the  present  time,  and  we  did  not  see  any 
conflict  between  us  and  Mr.  Gebhard  or  any  conflict  between  EPA 
and  DEM.  From  our  perspective,  our  efforts  to  evaluate  that  new 
process  is  absolutely  consistent  or  in  line  with  EPA's  efforts  to 
identify  and  verify  that  the  equipment  performs  to  max  standards. 
A  hundred  days  on  a  process  of  that  type,  which  is  brand  new,  is 
not  a  long  period  of  time.  I  did  not  think  that  really  was  an  appro- 
priate complaint.  Sometimes  I  think  there  are  many  complaints 
that  we  receive  that  are  appropriate,  and  one  of  the  things  that  we 
would  very  much  like  to  do  is,  you  know,  part  of  the  Clean  Air  Act 
requires  the  Department  to  have  a  Clean  Air  Ombudsperson  and 
that  is  required  by  Federal  law.  It's  totally  desirable,  and  what  we 
would  like  to  do  is  to  build  that  into  is  an  Ombud's  office  serving  a 
whole  range  of  issues. 

Senator  Chafee.  You  mean  within  the  EPA? 

Ms.  DuRFEE.  Within  the  DEM. 

Senator  Chafee.  Within  your  own  Department? 

Ms.  DuRFEE.  Yes.  We  would  like  to  use  that  not  only  for  clean  air 
purposes,  Paul,  but  we'd  like  to  build  that  into  an  office  by  using 
some  grants  to  do  exactly  that.  There  are  times  certainly  when 
that  kind  of  office  could  be  extremely  useful  to  help  in  case  some- 
thing has  fallen  through  the  cracks  to  move  these  things  along. 
We'll  have  to  talk  to  you  about  that,  Paul,  but  I  know  that's  one 
thing  we  would  like  to  do.  I'm  going  to  close,  because  I  know  I  have 
probably  overrun  my  time.  I  can  assure  you.  Senator,  that  I  could 
go  on  for  an  hour.  I'll  stop,  and  I'm  sure  there  will  be  questions, 
and  thank  you  very  much. 

Senator  Chafee.  Thank  you.  I'm  very  interested  in  what  you  said 
about  the  meeting  with  the  Eastern  European  journalists.  I  have 
visited  Crecow  and  South  Crecow  and  that  terrible  steel  plant  in  a 
town  called  Nova  Huta,  where  if  anybody  complains  about  what 
those  enviros  are  doing  in  the  U.S.,  go  take  a  look  at  where  the 
enviros  aren't  working  in  the  southern  part  of  Poland  and  the 
southern  part  of  what  used  to  be  East  Germany  and  you'll  come 
back  a  convert. 

Ms.  DuRFEE.  I  can  tell  you  they  said  that  to  the  person  and  they 
have  said,  we  do  not  have — it  is  a  public  health  issue.  We  have 
people  that  are  sick  because  of  it.  The  costs,  the  medical  costs  of 
doing  this,  and  we  don't  have  the  monies  to  clean  up.  One  thing 
that  did  occur  to  me,  as  long  as  I  have  your  ear,  I'd  like  to  pass  it 
along  to  you.  It  seems  to  me  that  any  aid  that  we  extend  to  coun- 
tries in  East  Europe  should  be  at  least  designated  to  help  them  en- 
vironmentally clean  up  their  country,  whether  it's  a  5  percent  or 
10  percent,  but  it  seems  to  me  that  kind  of  environmental  decision 
should  be  built  into  the  foreign  aid  of  this  country.  I  think  it  will 
help  American  businesses.  I  have  confidence  it  will,  but  it  will  have 
a  multi-faceted  result. 

Senator  Chafee.  Thank  you  very  much.  Miss  Durfee.  We  appreci- 
ate your  being  here.  And  now,  we'll  move  on  to  Paul  Keough, 
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who's  an  old  friend.  He's  been  up  at  EPA  for  many  years  and  is 
now  Acting  Regional  Director.  So,  go  to  it,  Paul. 

Mr.  Keough.  I  don't  intend  to  read  my  statement  in  its  entirety. 

Senator  Chafee.  OK,  I've  been  kind  of  lax  here  on  the  timing, 
but  I  do  want  to  have  a  chance  to  question.  So,  go  to  it. 

STATEMENT  OF  PAUL  G.  KEOUGH,  ACTING  REGIONAL  ADMINIS- 
TRATOR, REGION  I,  ENVIRONMENTAL  PROTECTION  AGENCY 

Mr.  Keough.  I  can  only  reiterate  what  Louise  said  about  the  im- 
portant contributions  that  are  made  to  the  environment  and  to  the 
committee  on  Environment  and  Public  Works.  I  know  that  our  new 
administrator,  Carol  Browner,  certainly  appreciates  the  support 
you've  given  to  her  already.  You've,  in  your  opening  remarks,  un- 
derscored the  importance  that  small  business  plays  in  the  economy 
here,  particularly  in  Rhode  Island  and  the  rest  of  New  England, 
and  we  certainly  recognize  that  we  have  a  special  responsibility  to 
work  with  small  business  with  industry. 

One  way  that  we  feel  is  that  small  business,  for  the  most  part, 
we  believe,  wants  to  do  the  right  thing,  but  it's  unfortunate  that  in 
many  instances  they  don't  know  what  the  right  thing  is  to  do.  So, 
we  think  that  EPA  and  the  State  has  a  special  responsibility  to  try 
and  reach  out  and  educate  and  make  sure  that  the  regulating  com- 
mittee is  aware  of  what  the  rules  are  and  what  the  regulations  are. 
In  our  office.  Senator,  we  have  a  Small  Business  Ombudsman.  We 
have  a  Small  Business  Ombudsman,  who  works  in  the  special  clean 
air  program.  We  have  an  office  that  deals  with  small  and  disadvan- 
taged businesses,  including  women  and  minority-owned  businesses, 
to  work  with  those  various  groups  to  bring  them  up  to  speed  as  to 
what  the  regulations  are.  We  have  a  very  aggressive  outreach  pro- 
gram; and  on  the  back  table  there  is  a  small  sampling  of  some  of 
the  many  publications  that  we  have  available  to  the  small  business 
community.  We  work  with  trade  associations,  and  in  every  one  of 
our  programs,  we  have  an  outreach  and  education  function.  In  fact, 
last  year  more  than  300  presentations  were  given  to  business  trade 
associations,  many  of  them  representing  small  businesses. 

So,  we  feel  we  have  been  trying  to  do  a  good  job  in  the  outreach 
and  education  area.  In  pollution  and  prevention,  you've  heard  a 
number  of  comments  about  how  important  pollution  prevention  is, 
and  we  certainly  have  tried  to  underscore  that  process  by  giving 
grants  to  states  and  to  individual  businesses.  And  here  in  Rhode 
Island,  there  are  a  number  of  success  stories  that  Louise  pointed 
out  in  her  testimony.  We  have  learned  very  quickly  that  a  small 
investment  up  front  will  pay  great  dividends  in  the  longrun. 

In  fact,  many  of  the  small  businesses  that  have  implemented  Pol- 
lution Prevention  Programs  around  New  England  have  realized 
that 'they  have  received  back  the  cost  that  they've  made  in  the  up 
front  investment  in  one  to  two  years.  So,  we  think  pollution  pre- 
vention pays.  It's  a  good  concept.  We  need  to  do  everything  we  can 
for  the  states,  individual  business  and  trade  organizations,  technol- 
ogy transfer  to  spread  the  word  about  pollution  prevention.  I'd  like 
to  discuss  some  the  developments  of  our  EPA  Regulatory  Prograni, 
which  do  relate  to  the  small  business  community.  One,  of  course,  is 
Superfund;  and  in  Region  I  Superfund,  we've  tried  to  worked  with 
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those  small  businesses  who  contribute  small  volume  to  a  Superfund 
site  by  resolving  their  liability  in  what  we  call  a  de  minimis  settle- 
ment. We  use  de  minimis  settlements  once  a  group  of  small  con- 
tributors to  a  site  can  be  identified  and  a  reasonable  cost  estimate 
is  made  of  cleanup  costs.  Nationally,  we  have  completed  more  than 
80  de  minimis  settlements.  In  addition,  we  are  exploring  ways  of 
further  reducing  transaction  costs  for  small  volume  parties  in  Su- 
perfund by  having  the  de  minimis  settlements  occur  earlier  in  the 
cleanup  process.  Region  I,  for  example,  will  offer  an  early  de  mini- 
mis settlement,  one  of  the  first  of  its  kind  in  the  country,  for  a  Su- 
perfund site  in  Connecticut  sometime  this  year.  Greater  use  of  de 
minimis  settlements  should  help  ease  some  of  the  concerns  of  the 
smaller  contributors,  which  often  are  small  businesses.  One  of  the 
more  complicated  programs,  which  EPA  oversees  and  which  affects 
the  small  business  community,  is  under  the  Resource  Conservation 
and  Recovery  Act. 

As  you  probably  know,  at  the  national  level,  EPA  had  undertak- 
en a  program  to  review  our  key  RCRA  Regulations  to  determine 
how  their  impact  can  be  lessened.  This  regulatory  reform  effort  has 
targeted  two  major  provisions  under  RCRA  by  which  businesses 
may  be  subject  to  regulations.  One  important  area  involves  the 
definitions  of  solid  and  hazardous  waste.  The  existing  definitions 
are  complicated,  are  subject  to  varying  interpretations  and  may 
create  disincentives  for  recycling.  National  work  groups  comprised 
of  EPA,  states  industry  and  environmental  groups  are  having  a 
dialog  to  propose  recommendations  to  streamline  the  application 
and  understanding  of  these  standards.  Included  in  the  work  group's 
objectives  are  removing  disincentives  or  recycling  found  in  current 
law  and  simplifying  criteria  by  which  substances  may  be  subject 
and  exempt  from  regulations  under  RCRA.  Once  completed,  this 
regulatory  reform  effort  I  think  will  be  a  benefit  to  small  business- 
es. 

We  tried  to  lessen  the  impact  of  RCRA  on  small  business  by  ex- 
empting Small  Quantity  Generators.  These  are  defined  as  those 
who  generate  less  than  2,200  pounds  per  calendar  month.  A  lot  of 
small  businesses,  however,  have  found  that  state  regulations  are 
more  stringent  than  this,  and  therefore,  they  are  still  covered  by 
the  regulations.  States  are  free  to  do  this,  but  they  must  recognize 
the  impact  that  it  has  on  small  businesses.  In  addition,  the  admin- 
istrative regulatory  process  for  modifying  RCRA  permits  has  been 
streamlined.  The  RCRA  Regulations  are  already  complex,  and  I 
can  understand  how  bewildering  they  can  be  for  small  businesses. 
Once  again,  we've  tried  to  stress  outreach  and  education  in  the 
means  of  bringing  about  greater  awareness  of  these  regulatory  re- 
quirements. 

Senator,  I  have  in  here  some  other — in  our  testimony  here  some 
of  the  other  things  that  we've  been  doing  in  the  regulatory  area.  I 
would  like  to  talk  a  couple  of  minutes  about  our  enforcement  pro- 
gram because  we  heard  a  lot  about  enforcement. 

In  our  enforcement  program,  we  are  encouraging  what  we  call 
Supplemental  Environmental  Projects.  These  projects  are  funded 
by  a  violator  as  a  portion  of  the  penalty  dollars.  SEPs  encourage 
companies  to  consider  alternatives  and  innovative  technologies  in 
order  to  reduce  penalties  in  enforcement  actions.  The  result  of 
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going  through  Supplemental  Environmental  Projects  is  that  the 
company  realizes  the  amount  and  cost  of  the  waste  that  it  was  un- 
necessarily producing.  So,  we  have  a  whole  program  now  aimed  at 
using  a  portion  of  the  penalty  to  develop  what  we  call  separate  en- 
vironmental projects  which  we  think  can  be  a  great  benefit  to 
those  who  fmd  themselves  in  the  position  of  being  targeted  for  en- 
forcement action  by  EPA. 

There  are  a  couple  of  things  that  I  would  like  to  mention  that 
have  been  mentioned  by  the  previous  panelists  but  are  not  in  my 
testimony,  Senator,  but  I  would  like  to  elaborate  a  little  bit. 

First  of  all,  we've  heard  a  lot  about  innovative  technology  and 
that  we  should  point  out  that  innovative  technology,  research  and 
development  is,  for  the  most  part,  performed  by  individual  inven- 
tors and  small  companies.  Financial  support,  particularly  in  the 
middle  stages  of  development,  is  often  lacking  since  success  of  com- 
mercialization is  often  years  in  the  future.  EPA's  goal  is  to  fill  this 
need  through  research  support  programs  and  development  of  bro- 
kering and  public/ private  partnership  programs. 

The  most  certain  way  to  insure  funds  availability  would  be  to 
create  what  we  would  call  an  Environmental  Technology  Develop- 
ment Fund.  EPA  would  have  to  seek  legislative  authority  and  re- 
sources to  establish  a  no-interest  evolving  fund  for  technology  at 
pilot  and  prototype  stages.  The  loan  would  be  repaid  by  a  portion 
of  the  profits  of  the  sales  of  successful  technology.  This  program 
coupled  with  existing  grants  and  cooperative  agreement  programs 
that  focus  on  early  stage  development  will  ensure  that  no  deserv- 
ing technology  languishes  before  it  reaches  the  stage  of  develop- 
ment where  entrepreneurial  interest  can  be  established.  The  Cana- 
dian government  sponsored  a  similar  program  funded  at  $80  mil- 
lion. 

And  if  I  could  just  take  a  couple  of  more  minutes  because  there 
are  two  other  central  points  that  I  wanted  to  address  that  were  ad- 
dressed by  some  of  the  panelists  this  morning. 

Developers  and  vendors  lack  credibility  when  discussing  perform- 
ance of  their  product  with  potential  customers  and  with  regulatory 
officials.  This  is  because  they  are  viewed  as  having  a  vested  inter- 
est, because  they  are  often  small  companies  without  an  established 
reputation  and  because  the  field  is  partly  populated  by  unscrupu- 
lous entrepreneurs.  The  EPA's  goal  is  to  establish  credibility  for 
promising  products.  So,  EPA  lead  innovative  technology  evaluation 
programs.  We  already  have  programs,  the  Superfund  Program  and 
one  is  called  the  Site  Program,  which  we  think  has  worked  pretty 
well.  The  program  would  independently  test  innovative  technol- 
ogies in  cooperation  with  developers  and  under  real  world  condi- 
tions and  widely  disseminate  the  results.  The  purpose  is  to  provide 
credibility  to  the  cost  effectiveness  of  these  technologies,  to  give  po- 
tential users  some  reliable  data  in  which  to  make  choices.  And  just 
one  other  point 

Senator  Chafee.  Well,  Senator  Baucus  has  a  bill  in  on  that. 

Mr.  Keough.  Yes,  I  believe  he  does. 

Senator  Chafee.  In  which  I  understand  EPA  would  test  these 
new  technologies. 

Mr.  Keough.  Yes.  In  addition,  we  recognize  that  regulatory  bar- 
riers do  create,  are  created  by  some  of  the  regulatory  programs 
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that  help  hinder  innovative  technologies,  particularly  in  four  ways. 
The  best  available  technology,  for  example,  base  regulations  pro- 
vide little  incentive  to  do  better  than  BAT.  Compliance  deadlines 
favor  adoption  of  tried  and  true  techniques;  and  three,  the  finan- 
cial double  jeopardy  occurred  when  replacing  a  failed  innovative 
technology  with  another  technology;  and  fourth,  permit  writers  are 
low  to  take  risks  in  improving  untried  technologies.  Wholesale 
changes  in  the  regulatory  standards  of  the  1980's,  for  example,  re- 
placing perhaps  the  BAT  Regulations  may  not  be  practical,  howev- 
er, where  all  of  these  disincentives  are  interrelated.  The  cost  of 
double  jeopardy  seems  most  important.  An  Innovative  Technology 
Underwriting  Program  could  alleviate  this  risk  encouraging  indus- 
tries to  try  innovative  technologies.  EPA  would  have  to  seek  legis- 
lative authority  and  resources  that  would  allow  the  agency  to 
share  costs  with  companies  replacing  pre-approved  but  failed  inno- 
vative technologies.  This  will  reduce  the  negative  incentive  without 
reducing  regulatory  protection;  and  Senator,  you  may  be  familiar, 
since  your  long  work  with  the  Clean  Water  Act,  that  we  have  had 
an  innovative  and  alternative  program  under  the  construction 
grants  program,  and  that  was  terminated  several  years  ago;  but  at 
the  time  it  was  successful. 

So,  I  think  that  the  administration  will  be  looking  for  new  ways 
to  work  closely  to  develop  new  innovations,  new  technologies  and 
will  work  very  closely  with  small  business  in  industry.  I  know  that 
one  of  the  other  things  they  were  working  on,  particularly  with 
Carol  Browner  at  the  helm  of  the  agency,  is  to  reduce  some  of  that 
overlap  that  occurs  between  Federal  and  state  governments.  We're 
now  working  on  a  very  ambitious  program  that  is  designed  to 
streamline  the  relationship  between  EPA  and  the  states  to  make 
sure  that  the  regulated  community  is  able  to  deal  with  one  regula- 
tor. So,  as  we  go  ahead  with  the  authorization  of  programs,  we  can 
eliminate  a  lot  of  that  waste  and  duplication. 

So,  I'm  hopeful  that  will  be  another  one  of  the  key  topics  that 
the  administrator  will  be  working  on  in  the  next  few  months,  to 
work  more  closely  with  states,  because  I  think,  quite  frankly,  based 
on  what  I've  heard  also  here,  many  of  the  regulated  community 
prefer  working  with  state  government.  It's  closer  to  them.  They 
don't  feel  like  they  have — they  feel  they  have  a  better  opportunity 
and  the  people  in  the  state  understand  their  problems  perhaps 
more  than  the  bureaucrats  in  Boston.  We'll  be  working  very  closely 
with  the  state  agencies  to  eliminate  duplication,  streamline  permit- 
ting processes  and  try  to  reduce  the  burden,  therefore,  on  the  regu- 
lated community.  Thank  you. 

Senator  Chafee.  Thank  you  very  much,  Mr.  Keough.  I  appreci- 
ate, again,  your  coming  down.  I'll  have  some  questions. 

Welcome  back  an  old  friend,  Henry  Bell,  a  Rhode  Islander,  who 
is  now  up  with  Miss  Coxe,  are  you? 

STATEMENT  OF  HENRY  BELL,  ON  BEHALF  OF  HON.  TRUDY 
COXE,  SECRETARY  OF  ENVIRONMENT,  COMMONWEALTH  OF 
MASSACHUSETTS 

Mr.  Bell.  Yes,  Senator,  I  am  Trudy  Coxe's  Chief  of  Staff. 
Senator  Chafee.  OK.  Why  don't  you  go  to  it? 
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Mr.  Bell.  Thank  you  for  inviting  Secretary  Coxe  to  testify  today 
on  the  impact  of  environmental  law  and  regulations.  Trudy  was 
deeply  upset  that  she  couldn't  be  here  today,  this  morning,  but 
there  is  a  situation  in  Boston,  known  as  the  Boston  Harbor  Clean- 
up, which  I  am  sure  you're  all  familiar  with,  and  it's  demanding  an 
increasing  amount  of  her  time. 

As  you  may  be  aware,  Massachusetts  is  devoting  significant  at- 
tention to  the  impact  of  environmental  regulations  on  the  business 
community. 

Rightly  or  wrongly,  Massachusetts  has  historically  has  the  repu- 
tation for  environmentally  regulating  business,  big  and  small,  to, 
shall  we  say,  an  overzealous  degree.  To  this  extent,  that  has  been 
right.  In  recent  years,  we  have  been  attempting  to  change  that 
image  and  whatever  truth  there  is  to  that. 

On  a  broad  scale,  we  are  concentrating  our  efforts  to  re-examin- 
ing and  overhaul  of  permitting  procedures  at  the  Department  of 
Environmental  Protection  and  our  Office  of  Technical  Assistance, 
also  known  as  OTA,  whose  mandate  is  to  assist  businesses  in  ef- 
forts to  satisfy  and  exceed  the  requirements  of  the  Toxic  Use  Re- 
duction Act. 

Since  1991,  DEP  has  issued  more  than  6,000  on-time  permit  deci- 
sions and  met  deadlines  over  99  percent  of  that  time. 

BioMed  is  a  company  which  wanted  to  build  an  innovative  medi- 
cal waste  facility,  recycling  facility  in  Chelsea.  DEP  sat  down  with 
them  and  Chelsea  officials  coordinated  and  expedited  the  review  of 
the  company's  permit  applications,  and  ultimately  succeeded  in 
solving  an  environmental  problem  and  promoting  an  innovative 
technology  and  the  redevelopment  of  Chelsea. 

Our  Office  of  Technical  Assistance,  OTA  numbers  30  profession- 
als and  have  aided  over  250  businesses  in  the  last  year  in  their  ef- 
forts to  satisfy  and  exceed  the  demands  of  the  Toxic  Use  Reduction. 
What  OTA  does  in  the  spirit  of  our  other  environmental  initiatives, 
we  try  to  succeed  by  working  collaboratively,  by  avoiding  common 
control  measures  of  the  days  gone  by,  and  by  the  axiom,  an  ounce 
of  prevention  is  worth  a  pound  of  cure. 

What  OTA  is  doing  with  a  dry  cleaning  business  in  Dorchester 
offers  a  perfect  example  of  what  we're  trying  to  do  here.  Historical- 
ly, dry  cleaners  have  been  very  inefficient  environmentally  in  their 
production  of  unpleasant  solvent  byproducts,  and  specifically  a  sub- 
stance called  PERC. 

The  L.H.  Daloz  Company  in  Dorchester  is  a  specialty  dry  cleaner, 
which  is  essentially  a  leather  and  suede  dry  cleaning  wholesaler 
for  the  other  retail  outlets  around  the  state,  and  what  OTA  is 
doing  is  providing  L.H.  Daloz  with  strategic  advice  to  cut  down  on 
the  PERC  byproduct  and  ideals  for  modernization.  In  short,  OTA  is 
helping  to  cut  pollution  and  save  money.  Senator,  I  would  be 
remiss  to  speak  here  to  you  today  and  not  mention  our  most  noted 
collaboration  between  DEP  and  OTA,  and  that  is  the  Blackstone 
Project,  which  two  years  ago  received  the  Ford  Foundation  Award 
for  innovation  in  state  government,  and  which  is  the  model  which 
guides  our  current  DEP  and  OTA  efforts. 

The  Blackstone  Project  originated  as  a  joint  DEP-OTA  effort 
from  1989  to  1991  that  had  four  major  goals. 
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Number  1,  to  integrate  pollution  prevention  into  DEP's  inspec- 
tion program. 

Number  2,  coordinate  the  efforts  of  non-regulatory  and  regula- 
tory programs,  unheard  of  prior  to  the  projection  initiation. 

Number  3,  include  pollution  prevention  into  DEP's  enforcement 
process. 

Number  4,  use  a  pilot  project  to  test  and  determine  policy. 

These  goals  resulted  in  key  innovations  in  policy  and  procedure. 
DEP  conducts  whole  facility  inspections  TURA,  RCRA,  Air  and 
Water  at  one  time  rather  than  sending  out  individual  inspectors 
from  each  program  to  the  firm.  And,  Senator,  I  must  stress  Massa- 
chusetts is  still  the  only  state  in  the  Nation  to  conduct  such  inspec- 
tions. 

OTA  and  DEP  coordinate  in  a  manner  in  which  no  other  regula- 
tory and  non-regulatory  program  in  the  country  had  done  so.  OTA 
provides  source  reduction  training  to  DEP  staff  and  gives  priority 
assistance  to  DEP  referred  firms. 

DEP  and  OTA  coordinate  with  the  local  treatment  facility,  in 
this  case,  the  upper  Blackstone  Water  Pollution  Abatement  Dis- 
trict, in  the  case  providing  the  treatment  facility  with  previously 
unaccessible  technical  and  regulatory  services.  OTA  provides  on- 
site  visits,  conducts  workshops  through  the  Worcester  Area  Cham- 
ber Commerce,  and  publishes  case  studies  of  successful  efforts  by 
firms  to  reduce  toxic  use  and  waste  generation. 

What  we  have  learned  from  this  project  include  the  following: 

Firms  that  use  OTA  services  or  receive  DEP  pollution  preven- 
tion-biased enforcement  achieve  substantial  reductions  in  toxics 
use  and/or  waste  generation.  An  independent  study  documented 
over  1.1  million  pounds  of  pollution  prevention  among  20  compa- 
nies that  participated  in  the  Project. 

The  facility-wide  inspections  aided  DEP  in  identifying  many  un- 
registered sources  of  pollution. 

Facility-wide  inspections  resulted  in  increased  inspector  produc- 
tivity as  inspectors  were  able  to  complete  facility-wide  inspections 
in  less  time  than  equivalent  single-media  inspections. 

An  independent  study  showed  that  88  percent  of  the  firms  that 
received  a  multi-media  inspection  preferred  it  over  the  traditional 
inspections.  This  is  especially  noteworthy  since  traditional  inspec- 
tions— since  66  percent  of  the  firms  that  received  facility-wide  in- 
spections also  received  enforcement  actions  as  a  result  of  those  in- 
spections. 

DEP  is  currently  implementing  the  findings  from  the  Blackstone 
Project  in  its  Waste  Prevention  FIRST  Initiative.  Under  FIRST  fa- 
cility-wide inspections,  coordinated  between  DEP  and  OTA,  pollu- 
tion prevention-biased  enforcement  efforts  are  being  implemented 
across  the  state  in  all  of  the  DEP's  four  regions.  FIRST  implemen- 
tation includes  the  active  support  of  the  USEPA,  both  in  Washing- 
ton and  here  in  Region  I  headquarters. 

In  conclusion.  Senator,  we,  in  Massachusetts,  think  that  our  ex- 
perience is  proving  that  you  can  be  a  good  environmentalist  and  be 
pro-business  at  the  same  time.  Thank  you. 

Senator  Chafee.  Thank  you  very  much,  Mr.  Bell.  I  appreciate 
your  coming  down. 
And  now,  the  cleanup  hitter  is  Curt  Spalding  from  Save  the  Bay. 
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STATEMENT  OF  CURT  SPALDING,  EXECUTIVE  DIRECTOR,  SAVE 

THE  BAY 

Mr.  Spalding.  Thank  you  very  much,  Senator.  I'd  like  to  com- 
mend the  committee  for  having  this  hearing  in  Rhode  Island,  and 
of  course,  commend  you  for  your  leadership  as  an  award  winning 
environmental  Senator  from  Rhode  Island,  and  I'd  further  like  to 
commend  your  committee  for  making  the  trip — I  mean  your  staff 
for  making  the  trip  up  here.  We're  looking  forward  to  Mr.  Shim- 
berg's  visit  next  week.  We  are  and  we  were  labeled  earlier  by  the 
first  panel  as  the  second-guessers  in  perhaps  of  all  of  what  you've 
heard  today.  We  stand  on  the  outside,  we  look  at  this  activity,  and 
we're  trying  to  evaluate  where  things  are  going  and  whether 
they're  moving  in  the  right  direction  toward  a  cleaner  and  health- 
ier Narragansett  Bay. 

Toward  that  end,  several  years  ago  Save  the  Bay  stepped  back 
and  permitted  the  traditional  perception  and  actually  went  to  the 
business  community  and  started  to  dialog  over  these  issues.  We 
have,  for  example,  met  with  the  Rhode  Island  Contract  Electro- 
platers  multiple  times.  We've  spent  hours,  literally,  with  Mr.  Fer- 
rari, and  we've  been  to  visit  Hoechst  Celanese  and  we  sit  on  a 
Hoechst  Celanese  advisory  panel.  We've  been  to  visit  Polaroid,  and 
I  personally  have  been  to  at  least  ten  manufacturing  facilities  in 
Rhode  Island  to  try  to  understand  the  dynamics  we're  talking 
about  here  today.  And  let  me  start  out  with  essentially  what  we 
think  right  now  in  this  whole  situation. 

First  of  all.  Save  the  Bay  fully  endorses  pollution  prevention  as 
the  first  step  and  must  be  primary  strategy  for  reducing  toxic  dis- 
charge in  our  environment.  And  what  do  1  mean  by  that  essential- 
ly? It  means  essentially  that  we  see  the  need  for  what  someone  at 
Polaroid  labeled  a  total  paradigm  shift  in  the  way  we  do  regula- 
tion, and  the  way  we  do  pollution  reduction  when  it  comes  to 
toxics.  The  case  for  pollution  prevention  that  everyone  has  made 
here,  the  answer  is  obvious  there  are  savings  for  the  industry,  the 
competitors  and  most  important,  less  poison  going  into  the  Bay;  but 
to  make  that  paradigm  shift,  is  another  step,  a  step  I  think  Henry 
perhaps  alluded  to  best  in  what  is  going  on. 

I  guess  the  challenge  that  is  before  us  today  is  how  do  we  make 
the  paradigm  shift  happen  for  small  business.  How  do  we  enhance 
that  move.  We  think,  essentially,  that  the  process  starts  with  the 
regulatory  government.  I  am — we  are  very  impressed  with  what's 
happened  in  Rhode  Island,  when  it  comes  to  the  Hazardous  Waste 
Management  Process,  but  frankly,  the  Blackstone  Project,  the 
project  that  we're  very,  very  familiar  with,  and  we've  paradigm  as 
much  time  with  the  people  at  OTA  as  we've  spent  with  the  people 
in  Rhode  Island,  perhaps  has  the  better,  more  promising  model 
when  you  think  about  this  whole  issue  seriously.  It  talks  about — 
and  Henry  just  described  it  better  than  I— it  talked  about  how  ev- 
erything must  fit  together.  You  cannot  have  pollution  prevention 
operating  on  a  parallel  track  with  regulations.  The  two  concepts 
must  be  integrated  and  it  must  be  absolutely  clear  to  the  small 
businessmen  that  the  road  to  compliance,  the  first  road,  the  best 
road,  is  pollution  prevention. 
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We  can  no  longer  send  two  messages  about  how  to  get  in  compli- 
ance, and  have  regulators  contradict  basic  approaches  to  pollution 
prevention,  and  I  think  the  business  people  you  heard  here  today 
are  somewhat  frustrated,  especially  those  from  Rhode  Island.  I 
don't  know  if  we  had  any  from  Massachusetts,  but  those  from 
Rhode  Island  are  very  frustrated  with  this  basically  double  voice 
they  hear  from  the  agency. 

Senator  Chafee.  I'm  not  sure  I  understand  what  you're  saying. 
What's  the  double  voice? 

Mr.  Spalding.  The  double  voice  is  a  regulator  saying  one  thing 
and  the  pollution  prevention  people  working  on  an  independent 
parallel  track.  The  distinction,  as  Henry  was  pointing  out,  is  that 
the  regulator  has  to  work  with  the  OTA  people,  that  the  technolo- 
gy and  the  regulator  come  together  and  there  is  an  agreement 
about  how  we're  going  to  get  to  compliance.  The  issue  you  heard 
from  the  business  people  is  a  need  for  more  flexibility,  more  tech- 
nological innovation,  more  ability  to  say,  look,  we're  going  to 
extend  the  compliance  schedule  a  year  potentially.  We're  going  to 
create  a  process  for  you,  X  industry,  to  come  into  compliance,  and 
then  say  pollution  prevention  is  our  primary  strategy.  And  that 
doesn't  happen  right  now  in  Rhode  Island.  There  is  a  contradiction 
in  approaches,  and  essentially  the  compliance  people  say,  this  is 
the  compliance  schedule,  and  this  is  what  you  have  to  do. 

Senator  Chafee.  Well,  I  think  Miss  Durfee  would  argue  that.  She 
would  say  Janet  Keller  is  her  OTA. 

Mr.  Spalding.  But  they  operate  on  a  parallel  track.  They  said  it 
themselves.  The  Rhode  Island  approach  if  we  do  not  talk  past  here. 
Regulations  are  on  one  point.  On  one  side  you  meet  with  the  regu- 
latory people.  You  may  meet  with  multiple  regulatory  people, 
which  occurs,  and  then  you  have  the  Pollution  Prevention  Pro- 
gram, a  terrific  program,  a  terrific  staff  and  terrific  people  working 
on  it.  It's  been  highly  successful,  but  they're  not — there  isn't  a  sit- 
down  where  everybody  comes  together  and  agrees  on  specific  strat- 
egies time  and  time  again. 

Senator  Chafee.  I'll  let  you  finish.  I  won't  interrupt,  and  then 
we'll  get  back,  because  I  think  Miss  Durfee  probably  has  a  rebuttal. 

Mr.  Spalding.  She  may.  She  may  argue  that  pollution  preven- 
tion stands  on  its  own  for  effecting  economic  benefit  but  there  are 
stories — I  can  tell  you  war  story  after  war  story  on  that  issue.  So, 
how  do  we  get  from  A  to  B  for  businesses,  small  businesses  espe- 
cially? 

First,  we  need  that  paradigm  shift  on  the  part  of  regulatory  gov- 
ernment. Henry  has  talked  about  how  DEP  seems  to  be  in  that 
process.  I  have  just  seen  the  recent  P2  Regulations  from  EPA.  They 
seem  to  be  heading  down  on  that  road.  For  Save  the  Bay,  we're 
going  to  monitor  how  delegations  take,  especially  Rhode  Island, 
steps  and  move  along  that  track. 

Second,  you  need  technical  assistance.  We  know  technical  assist- 
ance is  doable.  In  this  State,  we  have  absolutely  the  best  models  for 
it.  These  URI  people  are  doing  excellent  work.  Janet  is  doing  excel- 
lent work.  Technical  assistance  is  out  there.  It's  doable,  and  frank- 
ly, it's  not  a  problem  in  the  longrun. 

Financial  incentives  are,  and  I  wish  somebody  from  the  Depart- 
ment of  Economic  Development  were  here,  because  we  see  subsi- 
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dies  going  to  businesses  to  relocate  to  Rhode  Island  all  the  time. 
Yet,  we  don't  see  an  active  effort  to  help  businesses.  As  Tony 
Boscia  pointed  out,  25,000,  I  think  it's  25,000  employees,  a  billion 
dollars  worth  of  economic  activity.  Yet,  we  don't  see  DED  operating 
aggressively  to  seek  pollution  prevention  by  operating  with  these 
companies.  They're  there.  They  talk  about  it,  but  we  don't  see  mas- 
sive loan  guarantees  from  the  Port  Authority,  or  massive  loan 
guarantees  from  the  State  of  Rhode  Island  to  see  those  things 
happen.  We  see  tremendous  loan  guarantees  for  new  industries 
coming  into  the  State.  I'm  not  saying  that's  bad.  I'm  just  saying 
let's  have  some  equal  treatment  here,  because  again,  it  will  benefit 
the  Bay  and  benefit  the  economy  at  the  same  time.  So,  you  need 
help.  You  need  technical  assistance,  and  you  need  financial  help, 
and  I  think  we'll  see  that  with  these  new  models  that  Paul  talked 
about. 

So,  essentially,  we  see  great  progress  being  made  toward  the  par- 
adigm shift,  but  I  want  to  close  with  the  point  in  asking  you,  why 
does  Save  the  Bay  say  let's  go  for  more  flexibility.  Let's  empower 
program  people  to  actually  get  to  pollution,  reduction  of  pollution, 
literally  let  us  reinvent  our  approach  to  this.  There  has  been  a  lot 
of  discussion  about  a  book  called  "Reinventing  Government."  It 
says,  "Let's  hold  people  accountable  for  the  bottom  line  not  the 
paper  they're  pushing  or  how  many  limits  they  enforce,  but  let's 
hold  them  accountable  for  real  pollution  reduction."  Why  do  we 
think  that?  I'll  tell  you  the  bottom  line  for  Save  the  Bay  is  we 
want  to  virtually  eliminate  pollution  to  Narragansett  Bay.  We're 
not  interested  in  the  parts  per  billion  or  parts  per  million,  or  parts 
per  thousand  or  parts  per  whatever.  We  want  to  see  the  virtual 
elimination  of  pollution.  The  only  way  we'll  get  to  the  virtual 
elimination  of  pollution  is  pollution  prevention  and  a  true  para- 
digm shift  and  accountability  for  the  bottom  line  when  it  comes  to 
government  operating  in  this  forum. 

That  concludes  my  thoughts.  I  have  a  written  statement  here 
that's  a  little  more  lengthy  that  outlines  how  we  view  this  issue. 

Senator  Chafee.  OK,  fine.  Miss  Durfee,  you  know  Mr.  DeBlois. 
He's  a  very  nice  man  and  he's  hardly  a  confrontational  individual. 
Yet,  he  described  a  situation  where  he,  or  people  like  him,  come  up 
and  deal  with  your  Department  and  pretty  soon  it  becomes  an  ad- 
versarial relationship,  and  he  has  to  run  out  and  get  a  lawyer  or 
the  small  business  does.  All  that  seems  so  sad.  I  know  that  you're  a 
former  lawyer,  but  you're  not  out  to  increase  the  law  business.  I 
know  that  you're  out  to  do  everything  you  can  for  pollution  preven- 
tion and  help  small  business  in  this  State.  What  do  you  say  to  what 
Mr.  DeBlois  said? 

Ms.  Durfee.  Well,  I  think  I'd  say  a  couple  of  things,  and  I'd  like 
to  respond  to  that  and  also  use  my  answer  to  respond  to  Curt.  But 
by  in  large  EPA  and  State  agencies  have  enforcement  powers;  and 
if  we  didn't  have  those  and  we  didn't  use  those — and  I'll  just  sort  of 
give  a  framework,  because  it  sort  of  touches  on  something  Curt 
Spalding  said — and  if  we  did  not  enforce  environmental  laws, 
which  we  are  required  to  do,  I  would  have  Save  the  Bay  suing  us, 
because  we  are  not  following  out  and  not  enforcing. 

But  the  context  in  which  lawyers  are  involved  usually  arise  be- 
cause of  enforcement  actions  being  contemplated.  If  you  walk  in 
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the  agency  after  we've  had  inspectors  out,  and  I'm  not  going  to 
have  oil  distributing,  but  let's  have  an  air  inspection  done,  and 
there  are — we  discover  either  through  monitoring  or  the  company 
comes  forward  that  there  are  carcinogens  being  emitted,  certainly 
you,  as  a  businessman,  can  meet  with  your  counterpart  at  the 
DEM  and  say,  look  we've  got  to  correct  this.  We  are  going  to  work 
on  this  schedule.  At  that  point,  lawyers  may  not  get  involved;  but 
if  it  then  goes  to  a  notice  of  violation,  the  business  has  not  lived  up 
to  what  they  said  we're  going  to  do,  and  we  are  going  to  get  a 
notice  of  violation  out,  yes. 

Obviously,  we  have  to  proceed  in  accordance  with  law,  and  be- 
cause we  can't  be  all  over  the  place  and  that  means  legal  advice 
and  a  lawyer,  and  it  also  means  that  the  person  affected  by  that 
action  would  probably  be  well  advised  to  get  a  lawyer.  That  posture 
though  does  not  have  to  be  as  confrontational  as  you  described  it. 
Often  times,  many  of  the  cases  that  we  work  on  are  put  together 
and  resolved  by  a  consent  decree  where  parties  get  together.  So, 
that  aspect  is  one  that  we  work  on,  and  it  is  one  that,  yes,  lawyers 
can  escalate  things,  but  they  can  also  resolve  things  too. 

Senator  Chafee.  But  I  must  say  if  I  were  a  small  businessman, 
and  somebody  from  the  State  government  said,  well,  we'll  enter  a 
consent  decree 

Ms.  DuRFEE.  Yes. 

Senator  Chafee. — I  think  that  would  scare  me.  I  would  rush  and 
get  a  lawyer  at  that  point  wondering  what  I'm  getting  into.  What 
does  a  consent  decree  mean?  Where 

Ms.  Durfee.  It's  an  agreement  to  resolve  matters. 

Senator  Chafee.  Yes,  but  just  the  mere  name  of  it  would  send 
me  scurrying  to  get  a  lawyer. 

Ms.  Durfee.  Well,  that  may  be  true,  but  you  want  ultiniately  to 
resolve  these  matters.  How  do  you  bring  the  compliance  timetable 
into  effect  unless  there  is  an  agreement?  Now,  lawyers  will  say  we 
will  use  the  word  consent  decree,  because  it's  got  to  be  binding.  It's 
got  to  be  some  import  of  being  in  a  position  where  the  Department 
has  responsibilities  and  that  small  business  has  obligations.  How  do 
we  make  sure  that  those  obligations  become  real,  they  become 
binding  except  through  an  agreement?  Consent  decree  is  that  fancy 
word  for  an  agreement.  They  are  an  agreement  between  the  De- 
partment and  that  business,  and  if  the — you  know,  in  six  months 
we're  going  to  install  this  air  equipment,  these  scrubbers,  it  is  a  ne- 
gotiated agreement.  Both  parties  agree  to  it.  That's  the  mechanism 
that  we  have  to  resolve  a  dispute,  avoid  litigation,  avoid  attorney 
costs  and  get  results. 

Senator  Chafee.  OK. 

Mr.  Spalding.  Can  I  ask  Louise  a  question  myself?  At  that  point, 
is  pollution  prevention  the  primary  strategy  for  achieving  compli- 
ance? 

Ms.  Durfee.  It  is  certainly  a  major  strategy,  Curt,  and  I  wanted 
to  get  back  to  you  on  that  because  you  overstated 

Mr.  Spalding.  It  is  stated 

Senator  Chafee.  Let's  give  her  two  minutes  to  respond. 

Ms.  Durfee.  Yes,  because  time  and  again  when  we  are  negotiat- 
ing an  agreement,  and  I'm  not  going  to  call  it  a  consent  decree,  but 
that's  what  they're  called.  We  will  allow  a  company,  just  as  Paul 
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Keough  mentioned  in  his  penalty  regulations,  if  a  company  goes 
beyond  and  installs  equipment  over  and  above  what  is  required  to 
achieve  air  compliance,  we  will  relieve  that  company  of  penalties 
substantially,  and  because  we  will  offset  the  expenditure  that  has 
been  made  to  achieve  a  result  against  that  penalty.  That  is  where  a 
company — they  say,  look,  we  can  do  a  number  of  things  to  reduce 
either  the  air  emissions  that  we  have  or  another  case  the  discharge 
into  the  Bay,  and  we  will  say  terrific.  We  will  allow  for  that,  and 
we  will  go  forward. 

Now,  I've  got  to  ask  Save  the  Bay  a  question.  Is  that — do  you 
fully  expect  the  DEM  to  enforce  and  take  action  against  a  flagrant 
violator? 

Mr.  Spalding.  Absolutely. 

Ms.  DuRFEE.  Absolutely.  And  that's  all  we  would  be  saying.  We 
can't  overlook  that.  It  is  enforcement  that  really  drives  people  to 
come  in  and  say,  I  don't  want  any  part  of  that.  I  want  to  find  that 
solution  that  will  enable  me  to  stay  out  of  your  hair,  DEM,  and 
we're  in  the  position  of  saying,  we'd  be  delighted  to  have  you  out  of 
our  hair,  but  don't — as  you  move  into  a  mode  of  pollution  preven- 
tion, we  can't  overlook  the  fact  that  enforcement  as  a  public  policy 
is  important. 

Senator  Chafee.  Let  me  ask  you  a  question.  As  I  understand, 
what  Mr.  Keough  said  is  what  you  seem  to  reiterate  speaking  for 
DEM.  If  there  is  a  violator  and  you  levy  a  fine  on  him,  and  let's 
say  it's  a  $10,000  fine,  and  you  want  him  to  clean  up,  obviously, 
that's  the  goal,  and  he  says,  OK,  I'll  do  it;  and  he's  going  to  buy  an 
$8,000  piece  of  equipment  to  accomplish  the  cleanup  goal  you  seek. 
That's  what  you  might  well  do,  you  and  Mr.  Keough  working  for 
the  Federal  Government,  you  might  say,  OK,  we'll  reduce  this  fine 
$2,000.  Is  that  right? 

Ms.  DuRFEE.  That  is  correct. 

Senator  Chafee.  That  seems  to  make  sense.  That  gets  you  your 
goal  achieved. 

Ms.  DuRFEE.  One  thing  I  would  I  like  to  say  that  if  that  person 
has  to  spend  the  $8,000  just  to  achieve  the  minimum,  we'd  prob- 
ably weigh  it  a  little  bit.  If  that  person  said,  look,  I  am  going  to 
spend  certainly  something  more  to  really  correct  the  problem  over 
and  above  what  you  guys  require.  "You  guys"  being  DEM.  We  will 
certainly — and  we  provide  for  it  in  our  penalty  regulations. 

Senator  Chafee.  You've  got  that  flexibility? 

Ms.  Durfee.  We  have  that  flexibility. 

Senator  Chafee.  That's  pretty  darn  good,  I'd  say. 

Ms.  Durfee.  And  we  apply  that  and  have  applied  that. 

Senator  Chafee.  You  don't  want  to  have  it  so  the  person's  out 
there  not  complying  and  he'll  comply  having  finally  been  caught, 
and  you  levy  a  $10,000  fine,  and  he  would  have  had  to  put  in  the 
$8,000  in  the  beginning  and  now  he  gets  away  with  it. 

Mr.  Keough.  Senator,  if  I  could  explain  maybe  a  little  bit  about 
our  Supplemental  Environmental  Program.  First  of  all,  if  there's 
an  economic  benefit,  that  would  be  the  bottom-line  penalty.  In 
other  words,  if  a  company  has  enjoyed  by  not  complying,  a  $10,000 
benefit,  then  we  certainly  will  not  write  off  that  $10,000.  The 
bottom  line  is  economic  benefit  that's  been  realized  would  be  the 
basis  for  the  penalty.  We  also,  for  example,  under  the  scenario  that 
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you  pointed  out,  our  penalty  would  not  be  credited  toward  some- 
thing that  they  would  have  had  to  do  anyway.  In  other  words,  if 
they  put  in  $8,000,  the  $10,000  penalty  that  was  outstanding— if 
you  put  in  $8,000  for  the  treatment  facility,  we  may  write  off  half 
of  that  penalty  to  $5,000,  but  that  cannot  be  applied  to  coming  into 
compliance.  That  has  to  be  applied  for  a  separate  environmental 
project.  For  example,  if  they're  having  a  problem  with  the  Clean 
Air  Act  and  they  have  to  put  in  facilities  to  comply  with  the  Clean 
Air  Act,  the  money  that  we  would  offset  would  not  be  used  for 
Clean  Air  Act  compliance.  It  might  be  to  allow  them  to  do  an  envi- 
ronmental audit  of  the  rest  of  the  company,  for  example,  to  deter- 
mine whether  or  not  there  are  any  other  areas  of  compliance;  but 
they  can't  take  that  money,  that  penalty  money,  and  apply  it  to 
something  that  they  would  have  to  do  to  come  into  compliance. 

Senator  Chafee.  Well,  that  isn't  quite  the  way. 

Mr.  Keough.  Well,  the  State  may  have  a  different 

Ms.  DuRFEE.  One  thing,  Paul  touches  upon  an  issue  that  we  also 
in  matrix  of  making  decisions,  we  have  to  be  very  cognizant  of,  but 
Company  A  has  spent,  five  years  earlier,  $10,000  to  install  air 
equipment;  and  that  is  a  cost,  and  the  amortization  of  that  cost 
flows  through  their  income  statements.  Company  B  has  not  until 
we  catch  them.  So,  Company  B  has  had  that  economic  advantage, 
and  we  have  to  take  that  into  consideration  as  well.  Often  times,  I 
get  more  complaints  from  people  who  are  responsible,  who  will 
come  into  compliance,  and  what  they  say  is  to  DEM  is,  look,  for 
heaven's  sake,  I'm  going  to  do  it,  but  you  make  sure  you — Enforce 
against  my  competitors,  because  they  will  have  a  price  advantage  if 
they  don't  have  to  put  that  equipment  on.  And  they're  right.  And 
that's  fair  and  equitable. 

Senator  Chafee.  OK.  Now,  what  about  Mr.  Bell,  who  describes, 
as  we  had — we  had  a  gentleman  come  down,  Mr.  Greenbaum,  from 
Massachusetts  about  this  sort  of  one-stop  shopping.  This  is  the 
Blackstone  plan  and  it  all  seems  to  make  sense,  Mr.  Bell,^  let  me 
ask  you  this,  it  must  be  very  hard  to  find  the  inspector  who's  quali- 
fied on  Clean  Air,  Clean  Water,  RCRA,  Superfund.  He  must  be— he 
belongs  at  the  top  of  the  agency,  doesn't  he,  if  he's  that  smart  or 
she? 

Mr.  Bell.  Senator,  the  DEP  in  Massachusetts  is  very  talented. 
Gene  Berman  from  MMT,  he's  one  of  the  companies  that  we're 
working  with  right  now.  The  coordination  between  OTA  and  DEP 
has  been  very  successful.  Unfortunately,  some  people  consider  that 
our  enforcement  end  has  fallen  off  as  a  result  of  our  working  with 
these  companies  on  pollution  prevention;  but  we  feel  in  the  long 
run  it  will  make  the  companies  more  successful  and  will  nieet  the 
goals  of  Massachusetts  in  terms  of  prevention,  and  that's  what 
we're  ultimately  looking  for.  We're  not  £is  interested  in,  as  in  the 
past,  as  we  were  in  bringing  in  those  dollars. 

Senator  Chafee.  No,  but  it  must  be  an  unusual  individual  that 
can  go  out  and  be  this  Blackstone  person. 

Mr.  Bell.  They're  well  trained. 

Mr.  Spalding.  Senator,  they  use  multiple  people. 

Mr.  Bell.  It's  not  one  person. 

Senator  Chafee.  It  all  sounds  so  good.  Why  don't  we  do  that, 
Miss  Durfee? 
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Ms.  DuRFEE.  Well,  it  does  sound  great  and  we  have  looked  at  it. 
Basically,  we  have  a  number  of  concerns  and  it  goes  to  money  and 
personnel,  but  you  have  described  that  person  as  being — in  other 
words,  you  have  to  take  your  inspectors  that  are  already — you 
know,  if  we  have  three  air  inspectors  in  Rhode  Island,  you  have  to 
take  them  off  of  what  they're  doing  and  cross-train  them  in  a  very 
meaningful  way,  because  the  one  thing  you  don't  want  is  for  them 
to  make  air-brain  decisions.  So,  you  have  taken  them  out  of  their 
air  section,  cross-trained  them  over  a  period  of  months.  Who  is 
going  to  cover — this  is  just  a  practical  problem  with  our  budget — 
who  is  going  to  cover  and  make  sure  the  permits  or  the  other  air 
inspections  get  made  during  that  period  of  time? 

Massachusetts  has  had  the  luxury  of  having  a  little  more  money 
and  personnel  than  the  DEM  in  the  State  of  Rhode  Island.  We 
have  tried  to  accomplish  or  are  working  on  a  program  that  may  get 
you  to  the  same  place  without  having  to  take  your — we'll  say  air 
inspectors  or  water  inspectors  and  relieve  them  of  their  duties,  be- 
cause there's  nobody  else  there  to  take  up  the  slack  for  a  period  of 
time,  and  it's  a  practical  problem  that  we  have.  We  have  been 
trying  to  develop  a  computer  program  that  will  cross-media  inte- 
grate the  inspections.  So  that  an  air  inspector  goes  out  to  Durfee 
Manufacturing  and  they  will  observe  and  put  on  the  computer 
available  to  all  the  other  inspectors  that  may  or  may  not  get  out 
there  and  transfer  that  information  to  the  particular  section.  So 
that  the  information  gathered  by  one  person  may  be  available  to 
the  Department.  But  our  problem  is  personnel,  and  I  will  just  say 
to  anybody  who  will  listen,  in  the  competition  for  dollars  in  this 
State,  as  well  as  an  agency  that  goes  through  a  20  percent  cut,  a  15 
percent  cut,  our  agency  dollars  have  just  been  depleted.  We  operate 
with  minimal  staffing  levels  as  an  agency.  I  don't  see  that  chang- 
ing except  through  Federal  grants. 

Mr.  Keough.  Senator,  I'd  like  to  just  comment  quickly  on  that. 
One  of  the  problems  is  the  way  we  continue  to  deal  with  the  pollu- 
tion problem  at  the  national  level,  and  therefore,  at  the  regional 
level  is  that  we  compartmentalize  the  environmental  laws  and  the 
environmental  regulations.  The  Clean  Air  Act  over  here.  The  Clean 
Water  Act  over  here.  It  discourages,  in  many  instances,  multi- 
media cooperation,  multi-media  permitting.  Certainly,  a  number  of 
the  states  have  come  to  us  and  they've  said,  look,  we  could  run  a 
more  effective  program  if  we  had  consolidated  grants.  Allow  us  to 
determine — you  give  us  a  grant  and  allow  us  to  determine  how 
much  should  be  spent  on  this  and  how  much  should  be  spent  on 
that.  Unfortunately,  the  way  the  present  structure  of  the  govern- 
ment is  that  we  have  to  deal  with  these  as  single-media  programs. 
It's  contrary  to  pollution  prevention.  It's  contrary  to  the  multi- 
media approach  that  we're  trying  to  build  into  all  of  our  programs, 
but  Congress  and  others  have  forced  us  to  look  at  air  pollution  reg- 
ulations separately  from  water  pollution  regulations,  even  though 
we  know  that  they  intermingle  quite  a  bit. 

So,  I  think  if  one  thing  you  can  take  back  to  Washington  is  to 
look  into  this  whole  problem.  I  know  that  Carol  Browner  is  very 
much  interested,  particularly  as  we  go  ahead  with  the  creation  of  a 
new  Department  of  the  Environment,  that  we  do  look  at  this  as  a 
way  of  trying  to  build  in  that  multi-media  approach  that's  going  to 
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be  absolutely  necessary,  because  we  have  to — if  there  was  a  whole 
surge  of  air  permits  in  the  State  of  Rhode  Island  for  economic 
growth  and  development,  Louise  Durfee  still  has  only  the  same 
amount  of  money  there  as  she  does  now.  If  they  had  some  flexibil- 
ity to  be  able  to  move  money  across  boundaries  from  water  grants 
to  air  grants,  you  might  find  that  it  would  encourage  that  coopera- 
tion. 

Senator  Chafee.  Well,  it  is  true  what  you  say,  because  it's 
always  surprising  to  me  that  the  greater  contributors  of  pollutants 
in  the  Great  Lakes  is  not  runoffs.  It's  air,  air  particles  and  air 
toxics  that  then  settle  down  into  the  water  and  pollute.  Let  me  ask 
you  this.  Miss  Durfee,  on  page  2  of  your  testimony,  you  talked 
about  certain  grants  you  make,  and  that  must  be  tricky  business; 
isn't  it?  I  think  you  were  talking  about  $200,000  or  something. 
Where  does  that  money  come  from? 

Ms.  Durfee.  It  comes  from  EPA  through  competitive  grants.  We 
will  go  in  with  a  proposal.  We'll  get  a  notification  from  EPA  that 
they  have  X  amount  of  money  available,  and  we  will  go  after  that, 
I  can  tell  you,  with  a  vengeance. 

Senator  Chafee.  And  then  you  get  that.  OK,  last  fall  the  EPA 
awarded  DEM  $200,000  for  a  two-year  pollution  prevention  project 
targeted  to  the  textile  industry.  Now,  let's  say  that  the  Durfee  Tex- 
tile comes  in  and  they've  got  a  problem.  Do  they  get  some  of  this 
money? 

Ms.  Durfee.  Janet?  I'm  sure  they  do  but 

Senator  Chafee.  I  mean,  do  they  get  a  direct  grant  to  clean  up 
their  act,  and  if  so,  why  doesn't  their  rival  say,  hey,  I  would  like  a 
little  of  this  myself. 

Ms.  Keller:  Senator,  it's  a  competitive  grant  process,  and  through 
the  Pollution  Prevention  Council  that  Anthony  Boscia  talked 
about,  that's  one  of  the  ways.  Some  of  the  folks  from  the  Council 
sit  on  the  Grant  Review  Committee,  and  so  it  doesn't  start  when 
someone  runs  into  a  problem.  It's  pollution  prevention  grants  that 
are  designed  to  prevent  problems.  So,  for  example,  in  the  case  of 
Narragansett  Coded  Paper,  before  they  got  into  any  kind  of  regula- 
tory trouble,  they  weren't  in  regulatory  trouble;  but  they  were  con- 
cerned that  they  had  288  barrels  of  hazardous  waste  that  they  were 
having  to  take  care  of  in  a  year,  and  through  a  grant  from  us, 
under  this  program,  they  were  able  to  get  down  to  11  barrels  a 
year  greatly  reducing  their  cost  and  massively  reducing  the  toxins. 
So,  that's  the  kind  of  a  program  it  is. 

Senator  Chafee.  If  I  were  a  private  company,  I  would  think  that 
was  wonderful,  and  if  I  didn't  get  the  award,  I  might  be  disgrun- 
tled. 

Ms.  Keller:  Well,  the  Council  is  a  part  of  that  grant  review  proc- 
ess, as  are  the  regulators  and  the  pollution  prevention  folks.  The 
criteria  is  clear,  carefully  reviewed,  and  I  think  it's  gone  very 
smoothly  actually. 

Ms.  Durfee.  I  think  too  there  is  another  aspect,  Senator.  There 
is  a  technology  transfer  requirement,  so  that  anything  learned  by 
X  Company  as  a  result  of  reduction  of  their  hazardous  waste  will 
be  made  available  to  other  companies. 

Senator  Chafee.  Yes,  I  would  hope  so.  Now,  Mr.  Ferrari  certain- 
ly gave  a  depressing  picture  on  the  advances  of  new  technology. 
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and  you  addressed  that,  Mr.  Keough,  in  your  remarks.  When  it 
comes  to  flexibiUty,  the  first  panel  was  talking  about  the  need  for 
flexibility  in  these  regulations.  Mr.  DeBlois  gave  the  illustration 
how  things  really  worked  great  with  the  underground  storage  tank 
and  how  they've  gone  sour  on  the  Stage  II.  Yet,  how  much  flexibil- 
ity can  one  have?  I  mean,  if  somebody  comes  to  you,  Mr.  Keough, 
can  you  give  flexibility?  If  they  come  to  Miss  Durfee,  she's  the  top 
of  the  heap  as  far  as  the  state  regulations  go,  and  she  knows  exact- 
ly what  she  can  do  so.  So,  she  can  do  it,  but  you,  do  you  have  to 
check  with  Washington?  How  much  flexibility  do  you  have? 

Mr.  Keough.  No,  we  have  a  good  deal — as  you're  probably  well 
aware,  the  EPA  is  very  decentralized  in  its  approach,  and  we  ad- 
ministrators do  have  a  good  deal  of  authority.  And  if  we  do — we 
are  able  to  have  flexibility  to  some  extent.  For  example,  one  area 
that  we're  flexible  in  is  the  size  of  a  penalty.  If  a  company  is  in 
violation  and  they  come  in  and  they  say,  I  can't  afford  to  pay  that 
penalty.  If  I  have  to  pay  that  penalty,  I'm  going  out  of  business.  We 
have  the  flexibility  and  we  do  utilize  that  flexibility  to  adjust  that 
penalty  down  based  on  an  economic  review.  So,  we  have  done  that 
a  number  of  times,  because  it  doesn't  serve  anyone's  purpose  to  put 
companies  out  of  business.  We  have  flexibility  in  penalties.  We 
have  flexibility  in  determining  whether  or  not  we  take  a  criminal 
case,  a  civil  case,  whether  or  not  judicial  action,  administrative 
action.  So,  there's  lots  of  flexibility  there.  We  have  tried  to  be  flexi- 
ble certainly  in  other  areas,  but  you  know,  keep  in  mind  that  you 
just  can't  deal  with  a  company  as  one  company,  because  whatever 
you  allow  one  company  to  do,  then  it  becomes  a  precedent  for  the 
rest  of  the  companies  in  that  area.  So,  we  have  tried  to  be  flexible 
certainly,  for  example,  in  some  of  the  Superfund  cleanup,  where  re- 
sponsible parties  that  have  taken  on  the  task  of  doing  the  first 
step,  the  remedial  investigation  feasibility  study,  design  and  clean- 
up, we  have  been  flexible  in  looking  at  alternative  technology  as 
opposed  to,  say,  incineration.  There  may  be  some  vacuum  extrac- 
tion that  can  be  done.  So,  we  have  been  flexible  in  that  area.  So, 
we  do  have  flexibility  not  perhaps  to  the  degree  that  a  lot  of  small 
businesses  would  like  us  to  have.  For  example,  a  technology  that 
has  not  been  tried,  has  not  been  demonstrated  anywhere  is  always 
a  risky  venture.  So,  I  think  we  have  a  way  to  go,  and  some  of  the 
recommendations  that  I  pointed  out,  some  of  the  innovative  tech- 
nology underwriting  program  as  an  example  is  something  that  may 
help  pay  greater  utilization  and  greater  risk  taking.  Right  now,  al- 
though, someone  said  if  they  try  and  be  innovative,  they  are  scold- 
ed by  the  bosses.  No  one  gets  scolded,  but  the  fact  is  that  because 
of  time  constraints  and  because  we  know  that  certain  technology 
works,  it's  a  tremendous  risk  for  someone  to  go  out  and  say,  well, 
let's  try  this  other  thing. 

Senator  Chafee.  If  somebody  was  referring  to  new  technology  m 
clean  water  and  waste  treatment  saying  that  we've  done  better, 
would  you  agree? 

Mr.  Keough.  Yes.  And  certainly  some  of  the  mnovative  as  op- 
posed to  before  when  EPA  got  involved  under  the,  as  you  may 
recall.  Senator,  the  Construction  Grant  Program  the  only  solution 
was  a  massive  concrete  solution.  What  we're  seeing  now  is  small 
on-site  septic  systems  being  approved,  innovative  technologies  as 
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far  as  recycling  some  of  the  waste.  Certainly,  in  the  Boston  Harbor 
case,  which  has  been  referred  to,  we  are  looking  at  innovative  tech- 
nology even  in  terms  of  how  they're  going  to  build  the  treatment 
plant.  The  Japanese  technology  is  stacking  in  order  to  save  room. 
So,  I  would  have  to  say  that  we  have  seen  some  innovative  technol- 
ogy- 
Senator  Chafee.  ok.  Any  final  statements  anybody  wants  to 
make?  Mr.  Spalding,  do  you  think  that  we're  getting  there?  You're 
interested  in  pollution  prevention  and  you've  seen  the  State  and 
the  Federal  Government's  work. 

Mr.  Spalding.  I  think  it's  important  to  note  that  as  an  environ- 
mental advocate  of  Save  the  Bay,  as  an  advocate  of  the  organiza- 
tion, the  kind  of  second-guesser  or — tjrpically  called  cover  or  relat- 
ed to  look  at  innovative  approaches,  we're  on-board  with  that.  That 
is  agencies  want  to  try  projects  like  the  Blackstone  Project,  want  to 
put  pollution  prevention  at  the  top,  and  I  think  we  missed  a  point 
here.  We  kept  talking  about  people  who  are  in  violation.  The  busi- 
ness people  who  you  saw  today  are  not  in  violation.  Most  business 
people  are  not  in  violation.  They're  talking  about  the  circumstance 
going  through  normal  permitting  processes  and  not  when  they  vio- 
late the  law;  and  as  we  go  through  these  processes,  we  should  be 
looking  at  pollution  prevention  as  the  primary,  first,  best  way  to 
reduce  pollution,  and  so  far  that  kind  of  paradigm  shift  we're  talk- 
ing about  needs  to  start  in  Congress,  and  that  needs  to  come  right 
down  to  the  whole  agency.  We're  finally  starting  to  see  that.  We've 
seen  that  in  Massachusetts,  and  right  now  we're  still  in  the  model 
phase  and  have  got  a  ways  to  go. 

Senator  Chafee.  How  about  here  in  Rhode  Island?  Suppose  Miss 
Durfee  says  to  some  plant,  well,  let's  try  this.  You're  going  to  try 
some  new  approach,  and  it  seems  to  have  possibilities,  and  you  go 
to  it;  but  let's  say  it's  going  to  exceed  the  guidelines  of  the  period. 
Does  Miss  Durfee  have  to  worry  about  EPA  coming  in  and  suing 
them 

Mr.  Spalding.  No.  I  don't  know  about  EPA.  She  doesn't  have  to 
worry  about 

Senator  Chafee.  I  mean  Save  the  Bay  coming  in  and  suing  her? 

Mr.  Spalding.  Absolutely  not.  In  fact,  if  that  agreement  is 
proper  and  it's  clear  that  the  decisions  are  being  made  and  the  goal 
is  prevention  of  pollution  enhances  all  of  those  things,  we're  talk- 
ing about  absolutely  not.  That's  exactly  what  I'm  saying  to  people 
here  today  that  Save  the  Bay's  position  on  this  is  that  pollution 
prevention  should  be  the  policy  of  the  agency,  not  a  wonderful  par- 
allel track  excellent,  super  program.  It  should  be  the  actual  policy 
of  the  agency. 

Senator  Chafee.  You're  a  former  director  of  Save  the  Bay. 

Ms.  Durfee.  That  is  correct.  One  of  the  things  that  I  have  discov- 
ered, and  I  suspect — it  is  certainly  not  since  becoming  director,  but 
an  environmental  policy  in  law,  you  really  have  to  sort  of  steer  the 
ship  to  port,  and  it's  one  of  the  things  that  you  are  continually 
dealing  with  is  most  people  want  it  both  ways.  I'm  just  going  to 
give  you  an  example  of  the  kinds  of  problems  you  have  as  a  regula- 
tor, and  I  won't  name  the  company;  but  it  was  interesting  that 
about  some  months  back  the  Department  took  enforcement  action 
against  a  company  in  Providence  and  we  imposed  a  fine  on  a  notice 
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of  violation,  and  the  offenders  had  not  done  what  they  were  sup- 
posed to  do.  They  had  made  promises.  The  emission  was  a  carcino- 
genic emission,  and  the  fine  was  sizable,  and  immediately  I  had 
DED  all  over  me.  Calling  me  up  saying,  hey,  what  are  you  try  to 
do,  drive  this  business  out  of  the  state?  And  we  tried  to  work  with 
the  company  and  are  working  with  the  company  for  a  period  of 
time,  and  then  as  we  are  getting  close  to  an  agreement,  the  neigh- 
borhood is  now  saying,  wait  a  minute,  DEM,  by  golly  you  took  too 
long  and  not  only  should  you  impose  that  fine  but  you  should 
really  increase  it.  So,  it's  interesting,  and  I  suspect  that  it's  not  dif- 
ferent from  any  other  law  that  you  enforce,  but  to  hold  that  policy 
and  to  move  and  to  make  progress  is  not  always  as  it  seems.  So,  I 
thank  you.  Senator,  and  I  thank  you  for  your  interest. 

Senator  Chafee.  Thank  you  all  very  much.  I  particularly  want  to 
thank  those  who  came  down  from  Boston. 

[Whereupon,  at  12:14  p.m.,  the  committee  was  adjourned,  to  re- 
convene at  the  call  of  the  Chair.] 

[Statements  submitted  for  the  record  follow:] 
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GOOD  MORNING,  SENATORS.  THANK  YOU  FOR  THIS  OPPORTUNITY  TO  TALK 
WITH  YOU  ABOUT  SOME  OF  THE  PROBLEMS  FACED  BY  THE  SMALL  INDEPENDENT 
PETROLEUM  DISTRIBUTOR  IN  COMPLYING  WITH  FEDERAL  AND/OR  STATE 
ENVIRONMENTAL  REGULATIONS. 

MY  NAME  IS  ARTHUR  J.  DEBLOIS,  III,  AND  I  AM  ONE  OF  THE  PRINCI- 
PALS OF  DEBLOIS  OIL  COMPANY,  AN  INDEPENDENT  WHOLESALE  AND  RETAIL 
PETROLEUM  DISTRIBUTOR.  OUR  COMPANY  HAS  BEEN  IN  BUSINESS  FOR  JUST 
OVER  65  YEARS.  THE  COMPANY  RETAILS  HOME  HEATING  OIL  TO  APPROXI- 
MATELY 20,000  HOMES,  COMMERCIAL,  INSTITUTIONAL,  AND  MUNICIPAL 
FACILITIES  IN  RHODE  ISLAND  AND  SOUTHEASTERN  MASSACHUSETTS.  THE 
COMPANY  ALSO  OPERATES  58  RETAIL  GASOLINE/CONVENIENCE  STORES  IN 
RHODE  ISLAND,  MASSACHUSETTS,  AND  CONNECTICUT.  DEBLOIS  OIL  COMPANY 
AND  ITS  SUBSIDIARIES  EMPLOY  600  PEOPLE  IN  RHODE  ISLAND,  MASSACHU- 
SETTS AND  CONNECTICUT. 

AS  YOU  CAN  SEE  FROM  THE  GEOGRAPHIC  AREAS  WHERE  OUR  COMPANY 
OPERATES,  WE  HAVE  HAD  SOME  EXPERIENCE  IN  DEALING  WITH  BOTH  THE 
FEDERAL  AND  SEVERAL  STATES'  REGULATIONS  AND  THEIR  RESPECTIVE 
REGULATORY  BODY.  IN  THINKING  ABC^UT  TODAY'S  HEARING,  I  THOUGHT  THE 
BEST  APPROACH  MIGHT  BE  TO  USE  AN  EXAMPLE  OF  REASONABLE  REGULATION 
AND  UNREASONABLE  REGULATION.  FINALLY,  I'D  LIKE  TO  OFFER  SOME 
SUGGESTIONS  FOR  BETTER,  MORE  COST  EFFECTIVE  REGULATION. 

FIRST,  LET'S  TALK  ABOUT  THE  EXAMPLE  OF  REASONABLE  REGULATION. 

SENATORS,  I  BELIEVE  ALMOST  EVERY  LEGITIMATE  OPERATOR  IN  MY 
INDUSTRY  WOULD  GRUDGINGLY  ADMIT  THE  CURRENT  STATE  AND  FEDERAL 
UNDERGROUND  STORAGE  TANK(UST)  REGULATIONS  WERE  NEEDED.  THEY  WOULD 
ALSO  ADMIT  THAT  THESE  UST  REGULATIONS  ARE  GENERALLY  CONSIDERED  FAIR 
AND  REASONABLE  BY  THE  INDUSTRY.    RHODE   ISLAND,  MASSACHUSETTS,  AND 
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CONNECTICUT  ALL  HAVE  STATE  UST  REGULATIONS  WHICH  ARE  SLIGHTLY  MORE 
STRINGENT  IN  SOME  AREAS,  AND  THE  STATE  REGULATIONS  WERE  FINALIZED 
EARLIER  THAN  EPA'S  REGULATIONS.  WHY  AM  I  CHARACTERIZING  THESE 
REGULATIONS  AS  "GOOD"  OR  REASONABLE  WHEN  COMPLYING  WITH  THEM  HAS 
COST  MY  COMPANY  AN  AVERAGE  OF  $500,000  ANNUALLY  FOR  THE  LAST  FIVE 
YEARS? 

THE  FIRST  REASON  HAS  TO  DO  WITH  HOW  THE  REGULATIONS  WERE 
PROMULGATED  AT  BOTH  THE  STATE  AND  FEDERAL  LEVEL.  THE  UST 
REGULATIONS  WERE  THE  RESULT  OF  LENGTHY,  HARD,  AND  HONEST 
NEGOTIATION  BETWEEN  THE  INDUSTRY,  ENVIRONMENTAL  GROUPS,  AND  THE 
REGULATORS.  NO  ONE  GOT  EVERYTHING  THEY  WANTED;  HOWEVER,  THE  RESULT 
IS  A  SET  OF  REGULATIONS  WHICH  ARE  WORKABLE  AND  HAVE  SIGNIFICANTLY 
INCREASED  THE  PROTECTION  OF  THE  ENVIRONMENT. 

THE  SECOND  REASON  I'D  CHARACTERIZE  THE  REGULATIONS  AS  REASON- 
ABLE IS  THE  LENGTH  OF  TIME  OVER  WHICH  THE  REGULATIONS  ARE  FULLY 
IMPLEMENTED.  THE  FEDERAL  TANK  REGULATIONS  PROVIDE  THE  INDUSTRY 
WITH  APPROXIMATELY  TEN  YEARS  FROM  THE  DATE  THE  FINAL  REGULATIONS 
WERE  PUBLISHED  UNTIL  ALL  TANKS  MUST  MEET  THE  STATE  AND  FEDERAL 
REGULATIONS  IN  1998.  AT  THE  SAME  TIME  THE  REGULATIONS  MAKE  IT 
INCREASINGLY  COSTLY  FOR  A  PERSON  NOT  TO  REPLACE  A  UST,  DUE  TO 
ANNUAL  TANK  TESTING  REQUIREMENTS  UNDER  THE  REGULATIONS.  THE 
IMPLEMENTATION  PERIOD  ALLOWS  THE  INDUSTRY  TO  PLAN  AND  FUND  THE 
SIGNIFICANT  CAPITAL  EXPENDITURES  REQUIRED  BY  THE  REGULATIONS.  I 
ALSO  BELIEVE  THE  TIME  PERIOD  HAS  ALLOWED  AND,  IN  FACT,  SPURRED  TANK 
MANUFACTURING  COMPANIES  TO  IMPROVE  TANK  TECHNOLOGY  IN  AN  EFFORT  TO 
BUILD  A  MORE  COST  EFFECTIVE  TANK  AND  CAPTURE  A  GREATER  SHARE  OF  THE 
MARKET.  IN  THE  PROCESS  THE  INDUSTRY'S  ULTIMATE  COST  OF  IMPLEMENTING 
THE  REGULATIONS  WAS  ACTUALLY  REDUCED  FROM  ORIGINAL  ESTIMATES. 


48 


THE  FINAL  REASON  I  BELIEVE  THE   TANK  REGULATIONS  ARE  REASONABLE 

BECAUSE  (WITH  THE  EXCEPTION  OF  THE  FINANCIAL  RESPONSIBILITY 
.AUSES)  EVERYONE  IN  THE  INDUSTRY  IS  ON  A  LEVEL  PLAYING  FIELD.  NO 
INGLE  COMPANY  OR  SEGMENT  IS  TREATED  DIFFERENTLY  THAN  ANY  OTHER 
SEGMENT.  WE  ALL  MUST  BEAR  THE  SAME  BASIC  COSTS  OF  THE  REGULATIONS. 

NOW  LET'S  LOOK  AT  A  REGULATORY  PROGRAM  THAT  IS  UNREASONABLE. 
JUST  AS  I  STATED  EARLIER,  THE  TANK  REGULATIONS  WERE  CONSIDERED 
REASONABLE.  I  BELIEVE  ALMOST  EVERYONE  IN  OUR  INDUSTRY  AGREES,  THE 
STAGE  II  VAPOR  RECOVERY  REGULATIONS  ARE  UNREASONABLE. 

FIRST,  THESE  REGULATIONS  ARE  NOT  THE  RESULT  OF  LONG,  HARD  NEGO- 
TIATION BETWEEN  REGULATORS  AND  THE  INDUSTRY.  RATHER,  THEY  ARE 
BEING  IMPLEMENTED  BECAUSE  THE  REGULATORS  DELAYED  SO  LONG  IN  MAKING 
A  DECISION  CONCERNING  "ON-BOARD  CANISTERS"  THAT  STATES  ARE  FORCED 
TO  IMPLEMENT  REGULATIONS  IN  ORDER  TO  SAY,  "YES,  WE  HAVE  A  PROGRAM 
UNDER  THE  CLEAN  AIR  ACT." 

SECOND,  THESE  REGULATIONS  MUST  BE  MET  IN  A  TWO-YEAR  TIME  FRAME 
AT  AN  AVERAGE  COST  OF  $25,000  PER  LOCATION.  IT  WILL  COST  MY  SMALL 
COMPANY  ALONE  ALMOST  $1.5  MILLION  TO  MEET  THESE  REGULATIONS,  WHICH 
WERE  LITERALLY  CREATED  BY  DEFAULT. 

FINALLY,  THE  REGULATIONS  ARE  APPLIED  ARBITRARILY  BY  GEOGRAPHIC 
AREA.  I  DON'T  BELIEVE  EVEN  THE  MOST  ARDENT  ENVIRONMENTALIST  WOULD 
ARGUE  THE  AIR  QUALITY  PROBLEM  IN  RHODE  ISLAND,  OR  EVEN  NEW  ENGLAND, 
IS  REMOTELY  SIMILAR  TO  THE  PROBLEM  IN  SOUTHERN  CALIFORNIA. 
ADDITIONALLY,  THERE  IS  SIGNIFICANT  SCIENTIFIC  EVIDENCE  SUGGESTING 
STAGE  II  VAPOR  RECOVERY  IS  INEFFECTIVE  IN  ACCOMPLISHING  ITS  GOAL. 
FURTHER,  ALL  THE  EQUIPMENT  INSTALLED  TO  MEET  THESE  REGULATIONS  WILL 
BE   USELESS  ONCE  THE  ON-BOARD  CANISTER  REQUIREMENT  IS   IMPLEMENTED. 
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AT  A  MINIMUM,  THE  MARGINAL  IMPROVEMENT  TO  THE  ENVIRONMENT  IS 
OBTAINED  AT  A  VERY  HIGH  COST. 

AT  THIS  POINT  I'D  LIKE  TO  OFFER  SOME  SUGGESTIONS  FOR  MORE 
EFFICIENT  REGULATION. 

FIRST,  WE  MUST  SIMPLY  SLOW  DOWN,  OR  EVEN  STOP,  THE  CONSTANT 
FLOW  OF  NEW  REGULATIONS.  OVER  THE  COURSE  OF  THE  LAST  FIVE  YEARS, 
THE  PETROLEUM  DISTRIBUTOR  (BE  HE  LARGE  OR  SMALL)  HAS  HAD  TO  DEAL 
WITH  UST  REGULATIONS,  MSDS  REGULATIONS,  RVP  REGULATIONS,  OXYGENATED 
AND  NON-OXYGENATED  GAS  REGULATIONS,  DIESEL  DESULFURIZATION  REGU- 
LATIONS, HAZARDOUS  MATERIALS  TRANSPORTATION  REGULATIONS,  ETC. 
FURTHER,  ONCE  THESE  REGULATIONS  ARE  IN  PLACE,  THERE  IS  A  CONSTANT 
EFFORT  BY  THE  REGULATOR  TO  MAKE  THEM  MORE  STRINGENT,  REGARDLESS  OF 
THE  MARGINAL  COST/BENEFIT. 

MY  SECOND  SUGGESTION  WOULD  BE  TO  MONITOR  THE  CLEAN-UP  OF  POLLU- 
TION SITES  WITH  AN  AUDIT  FUNCTION  VERSUS  INDIVIDUAL  ON-SITE  MONI- 
TORING WITH  QUARTERLY  REPORTS.  WHY  NOT  LET  THE  PERSON  CLEANING  UP 
A  SITE  DETERMINE  HOW  TO  ACCOMPLISH  THE  CLEAN-UP  IN  THE  BEST,  MOST 
COST-EFFECTIVE  MANNER.  THE  PROCESS  COULD  THEN  BE  AUDITED  BY  THE 
REGULATORY  AGENCY.  IF  THE  PERSON  OR  BUSINESS  DOES  A  POOR  JOB,  THEY 
RISK  BEING  REQUIRED  TO  SPEND  ADDITIONAL  MONEY  TO  CLEAN  A  SITE  ALL 
OVER  AGAIN.  SUCH  A  SYSTEM  WOULD  KEEP  THE  BUREAUCRACY  SMALL, 
PRACTICAL,  AND  RESPONSIVE. 

FINALLY,  I  SINCERELY  BELIEVE  THERE  MUST  BE  A  CHANGE  IN 
ATTITUDE.  CURRENT  ENVIRONMENTAL  LAW  AND  REGULATION  IS  FOCUSED  ON 
PLACING  BLAME  AND  IMPOSING   PENALTIES.    I  CAN  SINCERELY  SAY  I  KNOW 
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OF  NO  ONE  IN  MY  BUSINESS  WHO  KNOWINGLY  WANTS  TO  POLLUTE  OR  VIOLATE 
REGULATIONS.  YET,  BECAUSE  OF  THE  BASIS  OF  THE  REGULATIONS,  ALL 
PROBLEMS  ARE  IMMEDIATELY  ADVERSARIAL  IN  NATURE.  I  DARE  SAY  THE 
REAL  BENEFICIARIES  OF  ENVIRONMENTAL  REGULATION  ARE  ATTORNEYS,  NOT 
NECESSARILY  THE  ENVIRONMENT. 
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Background 

In  the  late  1970 's  as  the  USEPA  was  developing  categorical 
standards  (discharge  limitations)  for  metal  finishers  and 
electroplaters,  there  was  a  tremendous  concern  by  industry, 
nationally,  that  these  new  regulations  would  result  in  a  massive 
economic  burden  and  ultimately  the  failure  of  many  businesses. 
Within  Rhode  Island,  estimates  of  the  potential  loss  ranged  up  to 
50%  of  the  existing  industrial  and  manufacturing  business  base  in 
operation  at  that  time.   In  response  to  this  threat,  a  joint 
venture  of  the  MJ9A  and  the  Rhode  Island  Department  of  Economic 
Development  commissioned  a  study  of  this  issue  to  identify  a 
means  to  lessen  the  potential  impact  of  these  environmental 
regulations . 

The  studies  that  were  executed  determined  that  relatively  simple 
modifications  in  electroplating  and  metal  finishing  procedures 
and  rinsing  systems  could  provide  substantial  benefits  including 
a  25%  to  75%  reduction  in  shop  water  use  and  up  to  a  90% 
recovery/ recycle  of  critical  non-precious  metals  otherwise 
discharged  to  the  municipal  sewerage  system  or  directly  to 
surface  waters.   This  then  resulted  in  a  major  (50%  to  75%) 
reduction  in  the  capital  and  operating  costs  associated  with 
process  wastewater  pretreatment  systems ,  reduced  water  and  sewer 
use  charges,  reduced  chemical  costs  and  improved  production 
efficiency.   In  other  words,  the  net  benefits  were  not  just 
environmental  but  also  were  economic  and  operational,  effectively 
strengthening  these  industries.   In  most  cases,  the  waste 
minimization  and  pretreatment  systems  installed  had  a  payback 
ranging  from  a  few  months  to  a  maximum  of  3  years,  clearly  a 
sound  investment,  while  also  providing  for  regulatory  compliance. 

Although  there  were  a  number  of  business  failures  during  the 
recession  of  the  early  1980 's  it  is  virtually  impossible  to 
identify  a  single  business  which  failed  due  to  the  specific  "cost 
burden"  of  the  USEPA  categorical  discharge  limitation  compliance. 
Conversely,  many  businesses  were  strengthened  and  in  fact  became 
more  competitive.   This  has  enabled  many  of  these  companies  to 
weather  the  present  economic  recession. 
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Both  nationally  and  within  Rhode  Island  sanitary  districts  which 
are  heavily  industrialized  have  established  local  Industrial 
Pretreatment  Programs  and  have  subsequently  instituted  local 
discharge  limitations  substantially  more  stringent  than  the  USEPA 
categorical  standards.   Industries  which  had  previously 
implemented  waste  minimization  and  treatment  technologies  to  meet 
the  USEPA  requirements  have  been  able  to  meet  these  more 
stringent  local  limits  with  little  additional  investment  or 
effort,  providing  a  further  benefit  of  their  original  investment. 
Those  who  had  not  made  the  earlier  investment  ultimately  incurred 
a  higher  net  capital  cost  to  achieve  the  level  of  compliance 
required  and  have  a  significantly  higher  incidence  of  non- 
compliance enforcement. 


At  the  present  time,  industry,  particularly  small  business,  is  at 
a  regulatory  "crossroads".   Over  the  past  fifteen  (15)  years, 
numerous  regulations  and  policies  have  been  developed  at  the 
Federal,  State  and  local  levels  which  have  created  an 
increasingly  difficult  operating  environment  for  small 
businesses.   Taken  individually,  each  regulatory  program  (Air, 
Industrial  Wastewater  Pretreatment,  RCRA,  CERCLA  (SARA)  OSHA, 
Stormwater,  etc. )  is  based  upon  desirable,  beneficial  objectives 
and,  in  most  cases  relatively  modest  with  regard  to  the  effort 
required  for  compliance.   However,  taken  together  as  they  must 
be,  they  result  in  a  regulatory  burden  which  can  virtually 
strangle  those  small  businesses  which  attempt  to  comply,  in  good 
faith. 

The  "crossroad"  at  which  many  industries  find  themselves,  and  the 
decisions  to  be  made,  will  define  the  future  existence  of  small 
business  within  the  United  States.   Ultimately,  this  will 
determine  whether  the  United  States  remains  a  viable  industrial 
economic  power  and  producer/exporter  of  manufactured  products. 
The  issue  is  not  one  of  capability,  productivity  or  technology, 
but  rather,  will  industry  be  able  to  apply  the  resources  to 
achieve  maximum  benefit  from  both  an  environmental  as  well  as 
business  standpoint.   Having  achieved  basic  regulatory 
compliance,  the  next  step  for  industry,  (large  and  small 
business )  is  to  make  the  quantum  leap  into  comprehensive  waste 
source  reduction,  reclaim  and  recycling.    This  includes  the 
following  at  a  minimum: 

*  Direct  reclaim/recycle  of  process  chemicals  and  raw 
materials  (toxic  and  non-toxic). 

*  Direct  recycle  of  high  quality  water. 

*  Elimination  of  waste  generating  processes. 
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There  are  a  multitude  of  benefits  to  be  achieved  via  the 
implementation,  by  industry  of  technologies  and  processes  for 
pollution  prevention  and  waste  minimization.   These  will  include 
but  not  be  limited  to: 

*  Reduced  raw  resource  requirements  (water,  power, 
minerals,  chemicals,  etc.) 

*  Reduced  demand/burden  upon  public  infrastructure  and 
utilities. 

*  Improved  workplace  safety  and  enhanced  working 
environment . 

*  Improved  product  quality. 

*  Improved  manufacturing  productivity  and  technicians. 

*  Optimization  of  cost  benefit  and  financial  stability  to 
ensure  long  term  viability. 

The  benefits  to  be  achieved  are  not  limited  to  simply 
environmental  regulatory  compliance.   In  fact  the  ultimate 
objectives  of  pollution  prevention,  source  reduction  and 
recycling  establish  the  framework  for  maintaining  the  future 
competitive  basis  for  industry,  within  the  national  and  global 
economy.   The  objectives  cut  across  the  many  issues  and  aspects 
of  industry  and  manufacturing  and  demonstrate  that  environmental 
regulations  must  not  be  established  without  considering  the  full 
extent  of  their  impact. 

Recrulatorv  Compliance  for  Small  Business  -  Recommendations 

Prior  to  addressing  regulatory  compliance  issues  it  is  necessary 
to  recognize  the  unique  aspects  of  small  business  industry. 

Small  businesses  have  a  very  short  decision  making 
"chain  of  command".   This  will  allow  very  rapid  yet 
flexible  response/implementation  to  changing  business 
and  regulatory  conditions . 

The  owner/operators  of  small  businesses/industry  are 
much  closer  to  the  actual  manufacturing  operations.   In 
many  cases  the  owner  is  an  integral  member  of  the 
production  work  force.   The  business  owner  will 
generally  be  knowledgeable  regarding  specific  operating 
and  manufacturing  issues,  methods,  technologies,  etc. 

*  Small  business  tend  to  have  manpower  limitations  which 
preclude  the  hiring  of  a  full  time  staff  member  to 
serve  as  a  facilitator/overseer  for  regulatory 
compliance.   This  role  is  often  included  within  the 
Owners  responsibilities,  assisted  by  consultants  on  an 
as-needed  basis. 
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•    Small  businesses  tend  to  have  financial  limitations, 
often  financing  projects  out  of  cash  flow  or  through 
small  credit  lines.   Additionally,  small  business 
owners  often  use  their  personnel  assets  to 
collateralize  their  business  operations.   This  can 
create  severe  constraints  to  the  implementation  of 
upgrades  and  improvements,  regardless  of  the  need. 

There  are  a  number  of  recommendations  which  can  be  made  regarding 
pollution  prevention  and  regulatory  compliance  as  they  affect 
small  business/industry.   A  summary  of  the  principle  issues/ 
recommendations  are  presented  below. 

A.    Regulation  of  Waste  Emissions 

Federal  and  State  regulatory  requirements  governing  the 
use,  discharge,  and  off-site  disposal  of  wastes  are 
presently  administered  on  the  basis  of  the 
environmental  medium  (air,  land,  water)  to  receive  the 
waste.   This  results  in  inconsistent  regulations  and  a 
failure  to  comprehensively  regulate  and  control  waste 
disposal.   At  a  minimum,  this  regulatory  approach 
results  in  the  following: 

Incentives  to  shift  waste  discharge  to  different 
media . 

Redundant  regulatory  program  requirements. 

Discourages  the  development  and  testing  of 
innovative  and/or  new  treatment  technologies. 

Creates  excessive  inefficiency  in  resource 
allocation  for  regulatory  agencies. 

Failure  by  regulatory  agencies  to  properly 
coordinate  overlapping  regulatory  requirements. 

Excessive  lead  time  requirements  to  obtain 
approvals  for  new  facilities  or  upgrades/ 
improvements/modifications  to  existing  facilities. 

Specific  examples  of  the  above  noted  issues  include  the 
following: 

•    Within  the  Commonwealth  of  Massachusetts  as  many 

as  eight  (8)  regulatory  agency  (Federal,  State  and 
local)  submittals,  reviews  and  approvals  may  be 
required,  simply  for  the  discharge  of  pre- treated 
process  wastewater  from  a  new  or  upgraded  wet 
process  manufacturing  facility.   If  the 
manufacturing  facility  has  air  emissions,  storage 
tanks,  stormwater  discharge,  flammables  storage, 
etc.,  as  many  as  fourteen  (14;  approvals  and 
permits  may  be  required.   This  results  in  a 
regulatory  process  which  requires  an  absolute 
minimum  of  six  (6)  months  and  as  much  as  24  to  30 
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months  to  complete.   These  regulatory  requirements 
are  applied  individually  with  only  a  limited 
consideration  of  the  scope  of  the  manufacturing/ 
industrial  activity. 

•  The  RCRA  permitting  and  reporting  requirements 
have,  in  many  cases,  been  interpreted  to  apply  to 
industries  which  install  internal  "closed  loop" 
wastewater  treatment  and  recycle  systems .   This 
prevents  many  industries  from  considering  the 
implementation  of  technologies  and  processes  which 
would  eliminate  much  waste  generation. 

•  USEPA  Categorical  Standards,  in  association  with 
State  and  local  pre-treatment  requirements  are 
applied  to  pilot  scale  research  and  development 
projects  which  in  many  cases  are  then  rendered 
difficult  or  impossible  to  execute. 

Recommendations  for  streamlining  the  regulatory  process  to 
reduce  the  burden  upon  industry,  maximize  regulatory  agency 
resource  utilization  and  enhance  regulatory  compliance 
include: 

1.  Develop  a  comprehensive  Facility  Multi-Media 
Permit  process  that  will  allow  small 
business/industry  to  effectively  and  efficiently 
obtain  permits  and  approvals  while  maintaining 
comprehensive  compliance  with  all  emissions 
regulations.   This  comprehensive  Facility  Permit 
could  include  the  range  of  permit  requirements 
including  air,  wastewater,  storage,  record  keeping 
and  reporting,  reclaim/recycle,  etc.   Redundancy 
of  record  keeping,  reporting,  reviews,  etc.  would 
be  eliminated. 

2.  Establish  regional  or  interstate  water  quality 
planning  to  allow  the  development  of  water  quality 
and  pre-treatment  discharge  limitations  on  a 
watershed  basis,  not  simply  upon  the  immediate 
receiving  stream.   This  could  serve  to  eliminate 
or  at  a  minimum  reduce  the  disparity  of  regulatory 
requirements  among  different  regulatory  districts. 

3.  The  various  bodies  of  regulations  should  be 
reconciled  and  modified  to  reflect  and  facilitate 
the  movement  towards  waste  minimization,  source 
reduction  and  recycling.   This  should  include  the 
following: 

a.    Allow  short  term  source  reduction/reclaim/ 

recycle  pilot  test  programs  to  be  implemented 
within  existing,  permitted  facilities.   This 
would  require  ongoing  compliance  with 
existing  emissions  and  discharge  limits,  but 
would  not  require  specific  permitting  of  the 
pilot  test  program  and  system. 
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b.  Modify  the  existing  RCRA  and  related 
regulations  to  clearly  establish  that  on-site 
or  internal  implementation  of  waste 
reclaim/recycle  processes  and  technologies 
does  not  constitute  hazardous  waste 
treatment,  and  does  not  require  permitting 
under  RCRA. 

c.  Regulations  which  are  developed  regarding 
pollution  prevention,  source  reduction  and 
reclaim/ recycle  should  not  be  technology  or 
process  specific.   This  would  create 
unnecessary  impediments  to  innovative 
applications  of  existing  technologies  as  well 
as  those  that  are  presently  unknown  or 
undefined. 

d.  Policy  objectives  should  be  defined  to  reduce 
emissions  and  off-site  transfers  of  toxics, 
particularly  organics,  heavy  metals  and 
cyanide  compounds  from  all  media,  on  a 
comprehensive  facility  wide  basis. 

Incentives 

The  implementation  of  technologies  and  processes  to 
achieve  pollution  prevention,  waste  minimization  and 
waste  reclaim/recycle  can  be  enhanced  by  a  number  of 
mechanisms. 

1.  Develop  regulations  and  policies  which  don't 
create  economic  disincentives  for  resource 
conservation.   Examples  of  disincentives  are 
utility  rate  structures  which  have  a  higher  unit 
cost  at  lower  use  rates  (or  conversely,  bulk 
discounts  rates  for  increased  usage ) . 

2.  Provide  tax  credits  for  small  business/ industry 
based  upon  the  reduction  in  net  discharge  or 
generation  of  hazardous/toxic  waste.   Tax  credits 
can  be  in  the  form  of  "pollution  prevention 
technology  investment"  credits,  "waste  generation 
reduction"  credits  or  a  similar  mechanism. 

3.  Develop  a  policy  or  establish  a  program  for  a 
small  business,  low  interest,  revolving  loan  fund, 
for  the  implementation  of  pollution  prevention, 
waste  minimization  and  reclaim/recycle 
technologies  and  processes.   This  program  could  be 
funded  from  a  variety  of  sources  including  taxes 
on  toxic  raw  materials  and/or  hazardous  waste 
disposal.   Such  a  program  would  ultimately  be  self 
supporting  on  the  basis  of  loan  repayment  from 
industry. 
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4.  Implement  legislation  and  regulation  to  limit  the 
liability  of  financial  institutions  which  provide 
investment  capital  for  small  businesses.  This  is 
critical  to  funding  the  development  and  growth  of 
small  business  and  enhancing  the  implementation  of 
new  processes,  manufacturing  techniques,  facility 
infrastructure,  etc. 

5.  Implement  legislation  and  regulation  to  require 
imported  products  to  meet  the  same  environmental 
standards  (of  manufacture)  as  the  same  products 
manufactured  within  the  United  States. 

C.    TechnoloQV  Transfer 

Education  and  the  transfer  of  information  is  critical 
to  the  success  and  growth  of  small  business. 
Recognizing  the  constraints  of  the  small  business 
operation,  the  following  recommendations  are  made. 

Federal  policy  and  legislation  should  be  developed  to 
significantly  expand  technical  support  and  education 
programs  to  small  business.   Using  the  RI  Hazardous 
Waste  Reduction  Project  as  a  model,  technical 
assistance  programs  should  be  developed  within  each 
state  as  well  as  in  regional  IPT  programs  to  include 
the  following: 

Technical  information  clearing  house. 

•  Non-regulatory  facility  assessments. 

•  Non- regulatory  assistance  to  industry 
sponsored  R+D  programs. 

•  Preparation  and  dissemination  of  technology 
documentation. 

•  Execution  of  full  scale  demonstration 
projects. 


Very  truly  yours. 


Robert  F.  Ferrari,  P.E. 

President 

Ferrari  Engineering,  Inc. 

RFF/lec 
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TESTIMONY  BY  LOUISE  DURFEE 

DIRECTOR  OF  THE  DEPARTMENT  OF  ENVIRONMENTAL  MANAGEMENT 

BEFORE  THE  UNITED  STATE  SENATE 

COMMITTEE  ON  ENVIRONMENT  AND  PUBLIC  WORKS 

PROVIDENCE,  RHODE  ISLAND,  JUNE  2,  1993 

Senator  Chafee,  thank  you  for  the  opportunity  to  appear 
today  before  the  Environment  and  Public  Works  Committee.   This 
mornings  hearing  is  focused  on  a  critical  issue  and  I  applaud 
you  for  holding  this  hearing. 

The  relationship  between  environmental  regulation  and  small 
business  is  of  critical  importance  not  only  for  the  health  and 
safety  of  Rhode  Island's  environment,  but  also  the  stability 
and  growth  of  small  business. 

As  you  may  know,  Rhode  Island's  economy  is  driven  by  small 
businesses.   According  to  the  Rhode  Island  Department  of 
Economic  Development  (DED) ,  of  the  27,726  business  in  Rhode 
Island,  27,148  or  97.9  percent  of  the  business  have  100 
employees  or  less.   Of  the  nearly  400,000  workers  in  Rhode 
Island,  more  than  57  percent  work  for  companies  which  employ 
less  than  100  people.   Additionally,  of  the  $8  billion  in 
payroll  generated  in  1990,  more  than  $4.3  billion  was  generated 
by  companies  which  employ  less  than  100. 

We  at  the  DEM  have  been  trying  to  address  the  special 
problems  of  small  business  through  a  series  of  programs. 
First,  we  have  established  a  business  liaison  position  who 
works  for  both  the  DEM  and  the  DED.   This  individual's  goal  is 
to  ensure  that  the  bureaucracy  of  state  agencies  do  not  pose  to 
be  an  unleapable  hurdle  for  small  businesses.   In  fact,  it  is 
our  hope  that  by  working  together  there  will  be  no  hurdle  at 
all. 

Second,  DEM  offers  a  non-regulatory  hazardous  waste 
minimization  programs  which  provides  technical  assistance  to 
industry  to  reduce  hazardous  waste.   The  programs  includes, 
free,  voluntary  on-site  technical  assistance.   DEM  staff  and 
URI  graduate  engineering  students  go  into  businesses  and 
identify  cost  effective  pollution  prevention  measures  for  their 
operations. 

One  of  the  major  accomplishments  of  the  program  has  been  a 
significant  reduction  in  organic  solvents,  plating,  and  tubbing 
wastes.   Since  1990,  110  company  studies  have  been  completed, 
and  another  30  are  underway.   Through  source  reduction 
techniques  30  to  50  percent  of  the  companies  have  eliminated 
more  than  7,500  tons  of  industrial  waste  and  wastewater. 
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Let  me  give  you  a  few  success  stories: 

One  company,  Interplex  of  Providence,  was  able  to  eliminate 
the  use  of  Freon  113,  an  ozone  destroying  chemical.  Previously, 
they  had  used  freon  to  clean  oil  from  plastic  parts.   By 
working  with  their  vendor,  who  modified  its  plastic  forming 
process  such  that  there  was  no  oil  residual  left  on  the  part. 

This  same  firm  eliminated  its  use  of  1,800  gallons  per  year 
of  1,1,1-trichloroethane  (TCA)  by  replacing  it  with  a  soap  and 
water  wash  system.   The  program  was  initiated  after  attending  a 
DEM  hazardous  waste  reduction  workshop. 

A  second  company,  Stanley  Bostitch  of  East  Greenwich, 
eliminated  the  use  of  more  than  35,000  gallons  of  TCA  per  year 
by  substituting  a  soap  and  water  cleaners. 

A  third  company,  a  small  zinc  die  casting  company. 
Miniature  Casting  of  Cranston,  closed  looped  its  tubbing 
operation  to  eliminate  an  estimated  60,000  gallons  of 
metal-bearing  wastewater  from  sewage  treatment. 

These  companies  and  the  success  which  they  realized  are  all 
examples  of  the  type  of  progress  which  can  be  made  when 
industry  and  government  join  together. 

Last  Fall,  in  conjunction  with  a  number  of  co-sponsors,  DEM 
held  Rhode  Island's  first  Pollution  Prevention  Conference  and 
Exposition.   When  planning  the  two-day  event  we  were  worried 
that  we  would  not  be  able  to  generate  a  sufficient  crowd  and 
that  speakers  and  organizers  would  out  number  attendees. 

The  response  was  overwhelming.   It  attracted  more  than  500 
participants  and  included  presentations  by  55  experts  from 
industry,  academia  and  government.   The  speakers  brought 
experiences  of  success  stories  from  around  the  country  and 
relayed  advances  in  pollution  prevention  techniques  for 
pollution  prevention  techniques  for  metal  finishing,  textiles, 
painting  and  other  solvent  based  industries. 

The  conference  also  initiated  two  special  awards: 

*  The  Governor's  Award  for  excellence  which  was  presented 
to  Swarovski  Jewelry  U.S.  Ltd.  for  their  effort  to  reduce  waste 
by  making  numerous  changes  in  production  processes.    The 
company,  which  participated  in  DEM's  technical  assistance 
program  and  received  chemical  engineering  support  from  the 
University  of  Rhode  Island,  substituted  water  based  cleaners 
for  chemical  solvents.   The  result  was  greater  reclamation  of 
precious  metals,  reduced  water  usage,  reduced  pollution  and 
dramatic  cost  savings. 
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*  The  Outstanding  Achievement  Award  was  presented  to  the 
RI  Public  Transit  Authority  for  its  test  conversion  of  a 
diesel-fueled  bus  to  one  using  a  mix  of  compressed  natural  gas 
and  20  percent  diesel  fuel.   The  result  was  reducing  the 
vehicle's  pollutants  to  the  air  by  more  than  50  percent. 

Another  portion  of  the  Department's  Pollution  Prevention 
Program  is  the  oversight  of  hazardous  waste  reduction  grants. 
More  than  $800,000  has  been  offered  in  grants  and  we  expect 
another  $700,000  to  be  available  in  July.   As  an  example  of  the 
program,  Narragansett  Coated  Paper  received  a  $125,000  grant  to 
convert  from  an  organic  solvents  used  in  the  coating  process  to 
a  water  based  coating  which  reduced  the  amount  of  hazardous 
waste  which  they  produced. 

Additionally,  the  DEM  funded  the  Rhode  Island  Department  of 
Economic  Development  and  the  Manufacturer's  Jewelers  and 
Silversmiths  of  America  to  perform  over  20  pollution  prevention 
assessments  targeting  the  metal  working  industry. 

The  Department  has  also  aggressively  pursued  federal  grant 
dollars  for  programs  targeted  to  assist  small  business.   Last 
fall,  the  US  Environmental  Protection  Agency  awarded  DEM 
$200,000  for  a  two-year  pollution  prevention  project  targeted 
to  the  textile  industry  in  Rhode  Island.   DEM  was  one  of  only 
16  agencies  to  receive  such  a  grant.   In  awarding  the  grant, 
then  EPA  regional  administrator  Julie  Belaga  said,  "  Rhode 
island  is  an  innovative  leader  in  pollution  prevention." 

Again,  DEM  will  be  working  with  the  University  of  Rhode 
Island  to  perform  pollution  prevention  assessments  at  textile 
firms  with  an  overall  goal  of  effectively  reducing  off-site 
transfers  and  releases  of  all  pollutants  from  all  sources. 

A  $300,000  grant  from  EPA  was  received  jointly  with  the 
Narragansett  Bay  Commission  for  a  project  to  integrate 
pollution  prevention  into  their  industrial  pretreatment  program. 

In  some  cases,  regulations  can  be  a  blessing  in  disguise. 
A  year  ago,  DEM  completed  a  study  of  the  commercial  recycling 
practices  in  Rhode  Island.   The  study  found  that  58  percent  of 
the  companies  surveyed  saved  money  by  recycling.   The  study 
found  a  number  of  interesting  outcomes  of  the  mandatory 
commercial  recycling  program: 

*  More  than  three-fourths  of  the  companies  surveyed  said 
that  recycling  did  not  increase  costs. 

*  Companies  reported  an  average  recycling  rate  of  34 
percent. 

*  The  requirement  that  they  review  their  waste  streams  led 
them  to  discover  costly  inefficiencies  that  would  not  have 
otherwise  been  detected. 
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The  study  also  found  that  many  businesses  want  increased 
technical  assistance  from  DEM  to  help  them  implement  or  improve 
their  programs. 

Small  businesses  are  oftern  frustrated  when  they  are  first 
getting  started  by  the  range  of  regulatory  programs.   We  have 
tried  to  make  major  improvments  in  two  areas  related  to  small 
business  regulations,  the  Divisions  of  Wetlands  and  the 
Division  of  Groundwater  and  ISDS.   The  Department  has  made 
great  strides  in  the  area  of  improving  the  backlog  in  the  in 
these  two  divisions.   Let  me  give  you  an  overview  on  the  turn 
around : 

*  The  Wetlands  Division  is  now  processing  nearly  all 
insignificant  wetlands  applications  within  45  days  and  most 
within  30  days.   At  one  time  the  backlog  was  12  0  days. 

*  In  1991,  there  were  nearly  300  wetland  enforcement  cases 
pending  before  the  Administration  Adjudication  Division:  today, 
there  are  less  than  50,  a  reduction  of  83  percent. 

*  The  Wetlands  Division  has  implemented  a  triage  system 
for  all  enforcement  complaints.   The  number  of  complaints  had 
risen  to  more  than  1,000.   During  the  past  few  months  more  than 
800  of  these  complaints  were  investigated  and  approximately  40 
percent  were  found  to  have  merit. 

*  There  is  no  backlog  in  the  ISDS  Division. 

*  ISDS  application  reviews  are  being  completed  in  less 
than  three  weeks.   Previously,  it  took  as  long  as  three  months 
for  approvals. 

*  The  ISDS  system  is  computerized  for  both  enforcement  and 
permitting. 

Certainly,  not  all  of  the  backlog  which  was  once  prevalent 
in  these  divisions  were  small  businesses,  however,  it  is 
estimated  by  DEM  staff  that  25  percent  of  all  ISDS  and  wetlands 
applications  are  submitted  by  small  businesses. 

Lastly,  let  me  make  some  suggestions.   The  federal 
government  should  continue  the  practice  as  in  the  1990  Clean 
Air  Act  Amendments  of  requiring  positions  like  the  small 
business  ombudsperson  as  required  under  the  act.   The  mandates 
for  these  positions  should  be  linked  to  funding. 

Rhode  Island's  environmental  compliance  program  will 
consist  of  three  key  components:  the  Small  Business  Assistance 
Program  (SBAP)  which  will  provide  technical  assistance  to  those 
small  businesses  which  are  affected  by  the  act.   Second,  a 
Small  Business  Ombudsperson  will  provide  oversight  to  the  SBAP 
and  will  asssist  small  businesses  in  working  with  the  state 
agencies. 
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Third,  we  will  establish  a  Compliance  Advisory  Panel,  which 
will  render  advisor  opinions  on  the  overall  effectiveness  of 
the  SBAP.   the  Compliance  advisory  panel  will  report  to  US 
Environmental  Protection  Agency  and  review  materials  prepared 
by  the  SBAP  to  ensure  that  they  are  clearly  written  and  easily 
written  for  the  regulated  community. 
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Testimony  of 

Paul  6.  Keougb 

Acting  Regional  Administrator,  Region  I 

U.S.  Environmental  Protection  Agency 

Before  the 

Committee  on  Environment  and  Public  Works 

United  states  Senate 

June  2,  1993 

Thank  you  Mr.  Chairman  and  members  of  the  Committee.   I  am 
pleased  to  have  this  opportunity  to  discuss  environmental  laws 
and  pollution  prevention  programs  for  the  small  business 
community. 

I  understand  that  EPA's  Deputy  Administrator  Robert  Sussman,  the 
Small  Business  Ombudsman  and  representatives  of  the  Office  of  Air 
Quality  Planning  and  Standards  have  recently  provided  testimony 
on  this  and  related  issues. 

I  believe  discussions  like  this  are  important,  as  they  serve  to 
help  focus  EPA  on  the  needs  of  one  of  our  key  customers,  the 
small  business  community. 

In  Region  I,  we  recognize  the  importance  of  the  small  business 
community.   We  have  in  our  regional  organization  a  Small  Business 
Coordinator  for  the  Air  Program  and  a  Small  Business  liaison  who 
assists  small  businesses  in  complying  with  environmental 
regulations.   This  office  serves  to  provide  guidance  and  assist 
small  businesses  under  Section  507  of  the  Clean  Air  Act 
Amendments  of  1990,  in  managing  their  responsibilities  under 


64 


2 

environmental  laws  and  in  pollution  prevention.   We  have  an  EPA 
Small  Business  Ombudsman  located  in  our  headquarters  in 
Washington,  D.C.   We  also  have  in  our  Office  of  Civil  Rights  and 
Urban  Affairs,  staff  that  deal  with  Small  and  Disadvantaged 
Businesses  as  well  as  Minority-owned  and  Women-owned  businesses 
which  tend  to  be  classified  as  small  businesses. 

Some  of  the  services  provided  by  our  Region  include  regulatory 
assistance,  a  clearinghouse  for  pollution  prevention  information 
and  information  on  small  business  innovation  research. 

Our  small  business  liaisons  also  work  to  understand  the  needs  of 
the  small  business  community,  respond  to  specific  inquiries  and 
provide  outreach  and  education  on  new  rules  and  regulations. 

EPA  provides  assistance  to  the  small  business  community  in 
utilizing  the  Pollution  Prevention  Information  Clearinghouse. 
This  is  a  clearinghouse  of  technical,  policy,  programmatic, 
legislative  and  financial  information.   This  network  targets 
multi-media  source  reduction  and  recycling  opportunities.   It  is 
accessible  by  a  toll-free  nximber,  personal  computer,  letters  or 
contacting  our  office  directly. 


As  you  know  the  Small  Business  Innovation  Development  Act  of  1982 
requires  EPA,  and  certain  other  Federal  agencies  with  extramural 
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budgets  for  research  in  excess  of  $100  million  per  year,  to 
establish  Small  Business  Innovation  -Research  Programs.  The 
purpose  of  the  legislation  is  to: 

•  Stimulate  technological  innovation; 

•  Use  small  businesses  to  meet  Federal  R&D  needs; 

•  Increase  private  sector  commercialization  of 
innovations  derived  from  Federal  R&D;  and 

•  Foster  and  encourage  participation  by  minority  and 
disadvantaged  persons  in  technical  innovation. 

Pollution  prevention  grant  assistance  is  an  important  component 
of  our  overall  program.   Let  me  cite  a  few  examples. 

The  Rhode  Island  Department  of  Environmental  Management  received 
pollution  prevention  grants  from  national  EPA  competitions  in 
1989  and  1992;  and  Rhode  Island's  Narragansett  Bay  Commission 
received  a  grant  in  1991.   These  were  substantial  grants,  which 
were  supported  by  but  by  a  50  percent  match  from  the  state. 

With  their  1989  grant,  the  Rhode  Island  Department  of 
Environmental  Management  (RIDEM) ,  Office  of  Environmental 
Coordination,  set  up  an  excellent  industrial  research  and 
technical  assistance  program  that  they  continue  to  operate 
cooperatively  with  the  University  of  Rhode  Island's  chemical 
engineering  department.   State  staff  and  graduate  students 
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provide  free  on-site,  non-regulatory  technical  assistance  to 
local  industries.   Students  and  faculty  conduct  technology 
research  to  find  the  best  solutions  to  industries'  pollution 
problems.   The  RIDEM  awards  small  grants  to  firms  to  help  them 
try  out  new  pollution  prevention  technologies  with  which  they 
could  not  otherwise  afford  to  experiment.   The  RIDEM  also 
conducts  industry-specific  workshops.   The  jewelry  manufacturing 
and  other  metals-intensive  industries  which  are  so  important  in 
Rhode  Island  have  been  a  big  focus  of  their  outreach  and 
education  efforts. 

RIDEM' s  efforts  under  the  most  recent  1992  EPA  grant  have 
expanded.   They  are  focusing  on  finding  regulatory  (Publicly 
Owned  Treatment  Works  (POTW)  permits  and  inspections)  and  non- 
regulatory  (research  and  technology  assistance)  pollution 
prevention  solutions  for  the  textile  industry. 


RIDEM  has  developed  a  model  pollution  prevention  program.   The 
only  other  programs  that  are  as  comprehensive  as  Rhode  Island's 
are  in  Massachusetts  and  Los  Angeles.   Rich  Enander  and  Gene 
Pepper  administer  the  Rhode  Island  program  with  substantial 
involvement  from  Stan  Barnete,  Chair  of  the  University  of  Rhode 
Island's  Chemical  Engineering  Department. 
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Another  EPA  program  is  the  Pollution  Prevention  "By  and  For" 
Small  Businesses  program,  which  operated  in  1991  and  1992.   This 
unique  grant  program  sought  to  encourage  pollution  prevention  by 
small  businesses.   Under  this  program.  Miniature  Casting 
Corporation  of  Cranston  received  a  $23,000  grant  in  1991.   With 
help  from  the  University  of  Rhode  Island's  chemical  engineering 
department.  Miniature  Casting  demonstrated  the  effectiveness  of 
membrane  technology  in  reducing  zinc  and  other  wastes  and 
conserving  water  in  die-casting  operations.   Former  EPA  Regional 
Administrator  Julie  Belaga  presented  the  Rhode  Island  Governor's 
Award  for  Excellence  to  Miniature  Casting  at  the  Rhode  Island 
pollution  prevention  Conference  in  September  1992  for  their 
outstanding  efforts.   It  clearly  shows  that  a  small  investment 
like  this  in  a  small  business  can  pay  extensive  environmental 
benefits. 

One  of  the  biggest  challenges  which  EPA  regions  face  is  balancing 
our  role  as  regulators  with  that  of  providing  technical 
assistance  -  especially  assistance  on  pollution  prevention. 

All  six  Region  I  states  have  Pollution  Prevention  Technical 
Assistance  Programs  for  industry.   Three  states  (Massachusetts, 
Maine  and  Vermont)  have  Toxics  Use  Reduction  Statutes.   Our  New 
England  states  are  working  hard  to  be  creative  and  experimental 
with  pollution  prevention  in  regulatory  programs.   And,  in  our 
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opinion  these  programs  are  working  and  have  received  broad 
acceptance  in  the  regulated  community. 

We've  already  described  Rhode  Island  Department  of  Environmental 
Management's  excellent  program, 

Massachusetts'  Office  of  Technical  Assistance  for  Toxics  Use 
Reduction  provides  on-site  technical  pollution  prevention  advice 
for  great  numbers  of  Massachusetts  facilities. 

Similarly,  the  Connecticut  Hazardous  Waste  Management  Service 
through  its  program  ConnTAP  provides  on-site  technical  assistance 
and  matching  grants  to  Connecticut  industries. 

I  would  like  to  discuss  some  of  the  developments  in  our  EPA 
regulatory  programs  which  relate  to  the  small  business  community. 

As  you  know,  in  early  May,  Carol  Browner,  EPA  Administrator, 
testified  before  the  United  States  Senate  Subcommittee  on 
Superfund,  Recycling  and  Solid  Waste  Management.   In  her 
statements  she  indicated  that  small  waste  generators  are 
concerned  that  the  Superfund  law  treats  them  unfairly,  and  that 
they  are  forced  to  contribute  more  to  Superfund  than  is  justified 
by  their  proportional  contribution  to  wastes  at  contaminated 
sites. 
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In  the  Region  1  Superfund  program,  we  have  tried  to  work  with 
these  small  volume  contributors  to  a"  Superfund  Site  by  resolving 
their  liability  in  a  de  minimis  settlement.   We  use  de  minimis 
settlements  once  a  group  of  small  contributors  to  a  site  can  be 
identified  and  a  reasonable  estimate  is  made  of  cleanup  costs. 
EPA  nationally  has  completed  more  than  90  de  minimis  settlements. 
In  addition  we  are  exploring  ways  of  further  reducing  transaction 
costs  of  small  volume  parties  in  Superfund  by  having  the  de 
minimis  settlements  occur  earlier  in  the  cleanup  process.   Region 
I,  for  example,  will  offer  an  early  de  minimis  settlement  for  a 
Superfund  site  in  Connecticut  sometime  this  year.   Greater  use  of 
de  minimis  settlements  should  help  ease  some  of  the  concerns  of 
these  smaller  contributors. 

One  of  the  more  complicated  programs  which  EPA  oversees  and  which 
affects  the  small  business  community  is  under  the  Resource 
Conservation  and  Recovery  Act  (RCRA) . 

At  the  national  level,  EPA  has  several  ongoing  efforts  that  may 
lessen  the  impact  on  small  business.   One  important  area  involves 
the  definitions  of  solid  and  hazardous  waste.   The  existing 
definitions  are  complicated,  are  subject  to  varying 
interpretations,  and  may  create  disincentives  for  safe  recycling. 
National  roundtable  discussions  with  participation  of  staff  from 
EPA,  states,  industry  and  environmental  groups  are  looking  at 
recommendations  to  streamline  the  application  and  understanding 
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of  these  standards.   Some  of  the  objectives  include  removing 
disincentives  for  recycling  found  in  current  law,  and  simplifying 
the  criteria  by  which  substances  may  be  subject  to  and  exempt 
from  regulation  under  RCRA.   Once  completed,  this  effort  should 
be  of  benefit  to  small  businesses. 

We  have  tried  to  lessen  the  impact  of  RCRA  on  small  business  by 
exempting  Small  Quantity  Generators  (SQG) .   These  are  defined  as 
those  who  generate  less  than  1.000  kilograms  (2,200  pounds)  per 
calendar  month.   A  lot  of  small  businesses,  however,  have  found 
that  state  regulations  are  more  stringent  than  this  and  therefore 
they  are  still  covered  by  the  regulations.   States  are  free  to  do 
this  but  they  should  recognize  the  impact  this  has  on  small 
businesses. 

In  addition,  the  administrative  regulatory  process  for  modifying 
RCRA  permits  has  been  streamlined.   As  part  of  this  effort, 
changes  to  permits  were  classified  and,  certain  minor  changes 
require  only  a  letter  of  notification  to  EPA.   No  EPA  approval  is 
necessary.   This  allows  permitted  facilities  to  make  certain 
changes  to  their  operation  without  major  time  delays  and 
administrative  expenses. 

We  have  taken  steps  to  mitigate  the  effects  of  the  Underground 
Storage  Tank  (UST)  Program  on  small  businesses.   We  sought  relief 
for  small  business  by  extending  the  compliance  date  of  the 


71 


9 

financial  responsibility  requirements  for  the  smallest  group  or 
tank  owners.   In  addition  we  have  two  efforts  to  reduce  the  cost 
of  cleanups  in  this  program.   We  are  working  with  the  state 
underground  storage  tank  progrcims  to  promote  the  most  effective 
and  least  costly  cleanup  technologies.   We  also  are  streamlining 
the  administrative  processes  associate  with  cleanups. 

The  RCRA  regulations  including  those  for  UST  are  very  complex  and 
I  can  understand  how  bewildering  they  can  be  for  small 
businesses.   We  have  tried  to  stress  outreach  and  education  as  a 
means  of  bringing  about  greater  awareness  of  these  regulatory 
requirements.   We  have  a  number  of  publications  that  can  provide 
assistance  to  small  businesses.   One  is  a  handbook  for  small 
quantity  generators  which  has  been  published  by  EPA  to  assist  in 
understanding  the  RCRA  hazardous  waste  rules.   Another  is  "Musts 
for  USTs,  A  Summary  of  the  Regulations  for  Underground  Storage 
Tank  Systems."   We  have  worked  very  closely  with  various  trade 
associations.   We  have  held  awareness  seminars.   We  do  need  to  do 
more  of  this,  however. 


Under  the  current  Clean  Water  Act,  the  small  business  community 
may  find  itself  subject  to  a  storm  water  permitting  program. 
Rhode  Island  which  has  a  delegated  state  program,  notified 
approximately  600  individuals  or  companies  with  potential 
responsibilities  under  this  program. 
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The  RIDEM,  for  example,  reports  no  complaints  for  the  cost  of 
applying  for  or  implementing  this  program  although  other  states 
have  expressed  serious  concerns  about  the  costs  of  implementing 
stormwater  programs.   Thus  far,  approximately  70  Rhode  Island 
industries  have  applied  for  coverage  under  Rhode  Island's  general 
permit.   It  is  also  my  understanding  that  the  administrative 
regulatory  processes  for  permitting  combined  sewer  overflows  and 
stormwater  discharges  are  joined.   The  average  fee  for 
notification  for  permit  in  Rhode  Island  is  approximately  $17.00. 
The  construction  (general  permit)  fee  is  approximately  $1,007.00. 
The  state  seems  to  have  developed  a  reasonable  approach  to  a  very 
cumbersome  regulatory  requirement.   This  has  helped  the  small 
businessperson  in  that  state. 

Recent  EPA  studies  indicate  that  under  the  Clean  Air  Act,  dollars 
spent  by  American  industry  to  clean  the  air  will  stimulate 
sectors  of  the  American  economy  by  generating  significant  new 
revenues,  creating  tens  of  thousands  of  jobs,  and  enhancing 
profitability. 

In  1991,  EPA  commissioned  an  independent  assessment  of  the  degree 
to  which  new  business  activities  are  being  stimulated  by  the 
Clean  Air  Act  of  1990.   This  study  was  conducted  by  Smith  Barney 
and  ICF  Resources,  and  it  highlights  a  number  of  case  studies 
illustrating  how  domestic  industry  is  already  responding  to  the 
business  opportunities  of  the  new  Act.   For  example,  a  small 
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Rhode  Island  fira  has  developed  aarketable  technology  to  convert 
dlesel  buses  and  trucks  to  conpressed  natural  gas,  and  has 
contracted  with  Providence,  Rhode  Island  to  convert  35  of  that 
city's  buses  from  diesel  to  coiq>ressed  natural  gas.   He  feel  that 
the  implementation  of  the  Clean  Aix  Act  and  other  Federal 
statutes  will  open  up  new  areas  of  opportunities  for  local 
entrepreneurs  and  should  help  stimulate  the  gro%rth  of  new  small 
businesses  and  industry  and  create  new  jobs  in  those  areas. 

In  our  enforcement  programs  we  are  encouraging  Supplemental 
Environmental  Projects  (SEPs) ,  «rhere  appropriate.   These  projects 
are  funded  by  the  violator  as  a  portion  of  the  penalty  dollars. 

•  SEPs  encourage  compamies  to  consider  alternative  and 
innovative  technologies  in  order  to  reduce  penalties  in 
enforcement  actions. 

•  The  result  of  going  through  an  SEP  is  that  the  company 
realizes  the  amount  and  cost  of  the  waste  that  it  was 
unnecessarily  producing. 

•  In  addition  to  the  great  environmental  benefits, 
implementing  a  SEP  can  result  in  the  following: 

Lower  liability  for  worker-protection  related  issues; 
-    Removal  of  small  companies  from  certain  regulatory 
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programs  altogether.   (For  example,  under  the  Emergency 
Planning  Community  Right  tt»  Know  Act  (EPCRA) ,  lowering 
the  amount  of  toxic  chemicals  used  by  company  can 
result  in  their  falling  below  the  reporting  threshold; 
Savings  to  the  company  with  regard  to  the  costs  of 
disposal  of  hazardous  waste,  a  reduced  need  for  toxic 
chemicals,  lower  risk  of  liability  under  Occupational 
Safety  and  Health  Administration  (OSHA)  and 
environmental  laws,  and  a  consequent  lowering  of 
insurance  premiums  and  medical  costs  for  employees. 

•    It  must  be  noted,  however,  that  a  strong  enforcement 
presence  and  high  penalties  for  environmental  violations  are 
still  necessary  in  order  to  make  the  SEPs  economically  desirable 
to  defendants. 

We  have  already  seen  in  our  Region  numerous  examples  where  these 
SEPs  have  paid  dividends  to  the  company  and  to  the  EPA. 

EPA  recognizes  its  special  responsibility  to  the  small  business 
community,  particularly  here  in  New  England.  We  have  made  some 
progress  but  a  greater  effort  is  needed  especially  in  the  areas 
of  technical  assistance  and  outreach  and  education.  Most  small 
businesses  want  to  "do  the  right  thing"  when  it  comes  to  the 
environment.   They  just  don't  always  know  what  the  "right  thing" 
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is.   It  is  up  to  EPA  and  our  state  partners  to  help  in  this 
effort. 

This  concludes  ny  prepared  statenent.   I  appreciate  this 
opportunity  to  appear  before  the  Conmittee,  and  I  will  be  happy 
to  respond  to  any  questions  you  may  have. 
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SAVE  THE  BAY  TESTIMONY  ON  THE  IMPACT  OF  ENVIRONMENTAL  LAWS  AND 
REGULATIONS   ON   THE   SMALL   BUSINESS   COMMUNITY   FOR   THE   SENATE 
COMMITTEE  ON  ENVIRONMENT  AND  PUBLIC  WORKS. 
June  2,  1993 

Good  Morning.  My  name  is  Curt  Spalding  and  I  am  the  Executive 
Director  of  Save  The  Bay.  Thank  you  for  this  opportunity  to  testify 
on  the  impact  of  environmental  laws  and  regulations  on  the  small 
business  community.  Today,  I  would  like  to  focus  on  pollution 
prevention  and  the  benefits  of  cooperation. 

From  Save  The  Bay's  experience  with  regulatory  agencies  and  the 
regulated  community,  including  both  large  and  small  businesses,  it 
is  clear  that  change  is  necessary.  Instead  of  working  together 
toward  mutually-beneficial  solutions,  business  and  government  are 
more  often  squared  off  against  each  other  -  as  a  result,  both  our 
environment  and  our  economy  suffer. 

One  reason  for  this  animosity  is  the  fact  that  we  continue  to 
operate  under  a  regulatory  model  that  does  not  encourage  and 
nurture  cooperation.  To  mend  broken  fences  and  protect  Narragansett 
Bay  and  our  environment,  we  must  be  willing  to  examine  new  models. 

As  a  first  step,  we  recommend  looking  toward  pollution  prevention 
strategies  a  model  for  reducing  pollution.  We  have  seen  huge 
savings  result  from  pollution  prevention  initiatives.  We  have  seen 
enhanced  competitiveness.  And,  from  an  environmental  perspective, 
we  know  that  we  can  greatly  reduce  if  not  eliminate,  much  of  the 
poison  that  pours  into  our  treatment  plants  and  into  the  Bay. 
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For  two  Fortune  500  companies  in  our  region,  this  paradigm  shift 
has  already  paid  big  dividends.  Polaroid  and  Hoechst  Celanese  both 
consider  pollution  prevention,  specifically  in-plant,  toxic-use 
reduction,  a  central  strategy  to  the  success  of  their  companies. 
Unfortunately,  with  hundreds  of  small  manufacturers  in  the  Bay's 
watershed,  the  success  at  Polaroid  and  Hoeschst  does  not  go  far 
enough  to  solve  the  Bay's  pollution  problems.  The  challenge  before 
us  is  to  replicate  the  success  of  these  and  other  large  businesses 
in  the  small  business  community. 

Our  efforts  must  begin  with  our  regulatory  agencies.  So  far,  we've 
seen  some  noble  experiments,  but  these  efforts  have  been 
handicapped  by  the  dominant  regualtory  model.  Two  local  examples 
help  illustrate  this  point  -  in  Massachusetts,  The  Blackstone 
Project,  utilizing  a  multi-media  pollution  prevention  approach, 
and,  in  Rhode  Island,  the  Hazardous  Waste  Management  Project. 

Even  though  these  programs  have  had  some  success,  many  small 
business  people  still  harbor  a  high  level  of  distrust.  A  small 
business  owner  in  Worcester  told  me  he  would  not  accept  pollution 
limits  given  to  the  Upper  Blackstone  Facility  because  he  did  not 
think  the  regulatory  agencies  would  provide  the  necessary  support 
to  make  a  pollution  prevention  strategy  work. 
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In  Rhode  Island,  there  is  no  policy  to  integrate  pollution 
prevention  as  the  first  and  best  way  to  achieve  compliance. 
Instead,  the  regulatory  progreun  and  the  Hazardous  Waste  Management 
Project  operate  on  parallel,  but  separate,  tracks.  Unfortunately, 
the  small  business  person  often  does  not  have  the  time  or  the  money 
to  deal  with  two  entities. 

The  business  person  logically  assumes  that  there  is  coordinated 
program  and  regulatory  agencies  operate  under  one  policy.  Yet,  in 
practice  this  is  not  the  case.  It  is  a  tribute  to  the  Project  staff 
and  the  graduate  students  at  the  University  of  Rhode  Island  that 
the  Hazardous  Waste  Management  Project  has  realized  some  success 
despite  this  handicap. 

To  improve  our  environmental  protection  efforts  and  resolve  the 
conflict  between  business  and  government,  the  regulatory  agencies 
must  make  the  paradigm  shift  toward  pollution  prevention.  However, 
this  shift  may  require  more  changes  in  law,  since  lawyers  at  these 
regulatory  agencies  generally  play  a  dominate  role  in  program 
implementation. 

Even  with  friendly  laws,  implementation  of  pollution  prevention 
strategies  will  require  outside  assistance.  While  consulting 
services  can  be  expensive,  we  believe  that  most  small  business 
people  will  invest  in  a  more  supportive  regulatory  environment. 
However,  to  be  truly  successful,  small  businesses  must  be  offered 
technical  and  financial  assistance. 
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Rhode  Island  and  Massachusetts  have  proven  that  technical 
assistance  can  be  provided  for  a  low  cost.  Use  of  knowledgeable 
graduate  students  from  chemical  engineering  programs  is  an 
excellent  beginning. 

Low  interest  loans  are  particularly  important  if  the  purchase  of 
new  equipment  is  necessary.  Right  now,  tremendous  subsidies  are 
being  offered  to  businesses  to  locate  in  Rhode  Island  and 
Massachusetts.  If  existing  small  manufacturers  were  given 
financial  incentives  to  modernize  and  become  more  efficient,  we 
would  reduce  pollution  and  bolster  our  local  economy. 

Pollution  prevention  goes  beyond  small  business  manufacturing.  Let 
me  provide  an  example.  Marinas,  a  vital  part  of  our  local  economy, 
are  now  scrutinized  more  closely  than  ever  before,  a  result  of  both 
location  and  the  nature  of  the  products  commonly  used  in  the 
enterprise.  Marina  managers,  concerned  for  their  liability  as  a 
utilizer  of  toxic  compounds  and  as  a  hazardous  waste  generator, 
have  repeatedly  requested  guidance  from  the  Environmental 
Protection  Agency  on  possible  alternatives.  Are  there  substitutes 
for  the  toxic  compounds?  Can  they  safely  be  substituted  without 
further  regulation  requirements?  The  requested  guidance  has  not 
been  forthcoming. 
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Save  The  Bay  commends  the  past  and  current  work  of  the  regulatory 
agencies  in  addressing  Bay  pollution.  Without  this  work, 
Narragansett  Bay  would  be  in  dire  straits.  However,  our  Bay  and  our 
environment  are  still  in  crisis,  and  we  must  implement  new 
strategies  if  we  truly  hope  to  save  the  Bay.  We  must  create  a 
working  environment  of  trust  and  cooperation,  and  regulatory 
agencies  must  take  the  lead  in  these  efforts. 

A  move  by  federal  and  state  regulators  toward  supporting  prevention 
rather  than  focusing  solely  on  end-of-pipe  regulation  will  go  a 
long  way  toward  protecting  our  Bay  and  keeping  our  small  business 
infrastructure  competitive  and  successful.  The  need  for  costly 
clean-ups  will  be  diminished,  production  costs  will  decrease, 
worker  safety  will  improve,  long-term,  health-care  costs  may  be 
reduced,  and  our  environment  will  be  better  protected. 

Our  own  federal  government  provides  compelling  evidence  for  change. 
In  1983,  the  Congressional  Office  of  Technical  Assessment  estimated 
that  it  costs  10  to  100  times  more  money  to  clean  up  toxic  waste 
contamination  than  to "prevent  the  original  release. 

We  have  pollution  prevention  models  and  proof  of  their  success.  Our 
next  step  must  be  to  move  toward  implementation  of  programs  that 
maintain  high  standards  of  environmental  protection  and  encourage 
cooperation  in  meeting  those  standards . 

Thank  You. 
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